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NATURE AND USES OF MONEY. 



CHAPTER I. 

MONEY.* 

No person produces everything he wishes to consume. Even 
in savage hfe, one man can procure fish, another venison most 
advantageously, and they will accordingly wish to exchange pro- 
ducts. This is calltd barter, and is the first and simplest form of 
exchange. 

As the civilized state appears, the necessity for an interchange 
of commodities is vastly increased. The hatter, tailor, shoe- 
maker, farmer, and fisherman, all must exchange with each 
other, and traffic becomes one of the greatest departments of 
industry. But barter, under these circumstances, is a very 
inconvenient and clumsy mode of effecting the desired object. 
For example, the Farmer proposes to exchange wheat for a hat ; 
but the hatter, having already obtained all the wheat he wants, 
tells the farmer, that if ho will procure him a table, he will give 
him a hat in exchange for it. The farmer now goes to the 
cabinet-maker and offers to exchange wheat for a table ; but 
the cabinet-maker, already supplied with wheat, tells him if he* 
will procure a pair of boots, he will let him have a table. The 
farmer now goes to the bootmaker, who, we will suppose, is 
willing to take, wheat, and the farmer gets the boots. With 
these he procures a table, with which, in turn, he gets the 
object he desired — viz., a hat. 

Now this was the only way, in such a state of things, for the 
farmer to procure a hat — inconvenient and circuitous as it was. 
We might have supposed, without extravagance, a much more 

^ ♦ The matter contained in the first four chapters of this pamphlet was first pub- 
lished in Hunfa Merchant's Magazine the present year, in a series of articles, under 
the titl»-, " Political Economy." They constituted the June, July, Auijust and 
September numbers of that seri s. They are published in the present form, at 
the request of many persons, in different parts of the country. The reader wriU 
bear in mind that these articles were written some months before the commence- 
ment of the present derangement of the currency. 



difficult case. This, however, is sufficient to show the practical . 
inconvenience of exchange in Lnd. 

But there was still another difficulty of scarcely less magni- 
tude. When articles to he exchanged became numerous, it was 
found a very intricate matter to establish satisfactorily the rela- 
tive prices of each. For example, how many sheep should be 
given for a cow ? — how many cows for a horse ? — how much 
corn for a bushel of wheat ? — how much butter for a gallon of 
molasses ? — how many eggs for a pound of sugar, tea, or coflfee ? 
— how many of any or all of these for a cart, plow, spade, chair, 
table, &c., through an interminable series of exchanges. 

Under these complicated difficulties, what was wanted ? Evi- 
dently some article which all persons, either by common consent 
or the force of law, should accept for whatever they had to sell, 
and by which they would measure the value of everything sold. 
Suppose, then, that it was settled that wheat should be that arti- 
cle. By this arrangement every one would receive wheat for 
whatever he wished to part with, and estimate the value of his 
article at a given quantity of wheat. If it should be considered 
that a bushel of wheat cost one day's work, and a plow ten, then 
a plow would exchange for ten bushels of wheat. The prices of 
all commodities would conform themselves to this general stand- 
ard, and this would take place, not by legal enactment, but by 
the laws of trade — for, if the plow-maker asked ten bushels of 
wheat for his plow, when in fact it was worth only eight, competi- 
tion would soon bring down the article to its fair value, as com- 
pared with wheat. In this manner -the prices of everything vend- 
ible would be ^established. With freedom of industry, all would 
find a common level. 

Wheat, then, in the case supposed, would perform two import- 
ant functions — viz., it would be an instrument of exchange and 
a standard of value ; in other words, it would be money. 

We learn the true nature of money, then, from its origin, and 
its definition from the offices it performs. These offices, or func- 
tions, wo must examine in detail. 

1st. As an instrument of exchange. This may be wholly con- 
ventional. Anything which, by general consent, or in obedence 
to law, all receive in exchange, will answer the purpose. So far 
as this function is concerned, it is of no consequence whether the 
article has value or not — safety and convenience in the use of it 
are the only considerations of importance ; hence many things 
will answer the purpose almost equally well. Money is, in this 
respect, simply a tool or instrument, like an ax or spade, perform- 
ing a certain operation — viz., that of transferring value from 
tme person to another. It is a mere counter, token, or universal 



equivalent. This, distinct function of money should be well un- 
derstood and stron'gly fixed in the mind of every one who would 
have a clear and consistent view of the whole subject. 

2d. As a standard of value. Value is not conventional, but 
absolute. It is the amount of labor contained in any desired ob- 
ject. Therefore, if we wish to fix a standard of value, with 
which to measure all objects having value, we must take some ar- 
ticle which has a fixed amount of value or labor in it. The 
measure must possess the same quality as the thing to be meas* 
ured — weight to measure weight, length to measure length, 
volume to measure volume, and value to measure value. And 
this measure must be as accurate and unvarying as is possible in 
the nature of things. It would not be wise or just to have an 
eleastic yard-stick — at one time twenty inches in length, at an- 
other fifty. As it purports to be thirty-six inches in length, (as 
that is the legal standard,) it should at all times be precisely 
that length, otherwise we see what results might happen. A 
contracts with B for sixty yards of broadcloth, when the yard- 
stick was thirty-six inches in length ; but by the time he delivers 
it, the yard-stick has extended to forty-eight inches. The conse- 
xjuence is, that B is obliged to deliver to A one-third more cloth* 
than he really engaged to do. The excess has been transferred 
from A to B without an equivalent. Reverse the supposition, 
and A will be wronged in an equal degree. 

If value is absolute, and it is clear that, to measure value, the 
instrument used must possess value, it will follow that the conven- 
tional standard of value should conform to this principle, and, if 
possible, be as definite and invariable as a pound weight, or a 
gallon measure — otherwise injustice, greater or less, according 
to the imperfection of the measure, will be suffered by those who 
make exchanges of value. 

The nature of this function of money cannot be too clearly un- 
derstood, or too highly appreciated. It is the main point, the 
•pivot, on which the whole question turns ; and until it is settled, 
no further advances can be made in the right direction. It is 
the want of just views in relation to money, as a standard of 
valucy which makes the whole subject a chaos of confusion and 
mystery to a great part of mankind. We now proceed to 
speak of 

CURRENCY. 

Money and currency are not synonymous terms, although often 
so used in popular language. There is a specific diflference be- 
tween them. Money has in itself an absolute quality — viz., value. 
Currency may, or may not, have that quality, m whole or in part. 
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One has a universaly the other only a local, power. One is ac- 
cepted as a medium of exchange and standard of value through- 
out the world, the other only in the particular country in which 
it is established. 

The only thing that can be predicated of currency, is that it 
^^ flows,'' or passes current from hatid to hand, in a certain place 
.and at a certain time ; whib of money, we may affirm that it is 
the same at all times and ererywhere. Currency may be, and 
often is, the sign of value, or a substitute for it ; money is never 
a sign or representative of value, it is a commodity having value 
in itself. Money is always currency, but currency is not always 
money. 

Without any further definition or analysis of money or curren- 
cy, or the difference between them, we propose, at some length, 
to give an illustration which shall exhibit the nature and functions 
of both. For the purpose of removing the subject under consid- 
eration as far as possible from all its u^ual environments, and 
from the associations and prepossessions connected with it, we 
will suppose a community situated on a distant island, cut off from 
all knowledge of, or intercourse with the rest of mankind ; that 
the people are industrious and thrifty, and produce in great 
abundance all the necessaries of life. There will, of course, be 
great occasion for making exchanges, and, for the want of a better 
article, they adopt wheat as money, and use it for the transfer of 
all kinds of property. 

As a standard of value this would answer tolerably well, but 
as trade became extensive, it would be found very inconvenient 
as an instrument of exchange. It is very bulky, the transporta- 
tion of it from place to place required much labor, and the storage 
of it much room. It is not surprising, therefore, that after a 
few years' experience, an ingenious, but very simple contrivance, 
4Bhould be hit upon, by which these evils were obviated. It was 
the followmg:— A depot was established, by legal authority, to 
which each man might bring so much of his wheat as he pleased^ 
in bags of one bushel each, and leave it on storage, each bag being 
marked with the owner's name. For this deposit he received 
certificates, signed by officers appointed for the purpose, of such 
size or denomination as he might choose. These certificates or 
receipts the owner could pass in exchange for any kind of prop- 
erty he might wish — for, though not made a lawful tender, yet, 
as any person who held them might at any time go to the deposi- 
tory and obtain the wheat for them, they were equally current as 
if made a tender by law. ' 

This arrangement, as may be supposed, gave the highest satis- 
Action. The depository was found to be a great labor-saving 



machine ; and with this currency the business of the island went 
on for a long time very prosperously. At length, however, it was 
suggested, by those having the charge of the depository, that a 
larger amount of certificates might be issued than there were 
bushels of wheat in store — since all the receipts or certificates, cir- 
culating as they did over the whole island, would never be re- 
turned at one time for redeipption. The idea was plausible, the 
project of having more money very pleasing, and the suggestion 
was adopted. Every man was authorized to leave his wheat as 
before, and receive certificates for just double the amount he left 
in the depository ; but, in order to make all secure, the over" 
issue was made a lien upon his real estate until he had redeemed it. 

By this arrangement the final payment of the certificates was 
niade sure to the holders, and the depositor had twice as much 
money as under the old system. This change in the currency 
produced very great effects. New and spacious dwellings 
were erected — ^horses and carriages were eagerly sought for — 
furniture and clothing, especially the more costly kinds, were in 
great demand, since many who once purchased articles of only 
ordinary quality, now desired those having greater beauty and 
finish — mechanics and manufacturers received larger orders than 
they could possibly supply, and every kind of property advanced 
to an unprecedented extent. 

These things, as may be easily imagined, gave a great impetus 
to trade. All was bustle and excitement — men had new and 
larger ideas of wealth and business operations — their very mov - 
ments, as they rode or walked, seemed influenced by the stimu- 
lating efforts of the new currency. 

Notwithstanding these appearances, however, a careful observ- 
er might have noticed that there was less actttal Zoior performed 
now than formerly — that many could, at least temporarily, in- 
dulge themselves in unwonted leisure and luxury — that, as a 
continual rise in prices was going on, every man who purchased 
any kind of property was sure to get an advance upon it, and, as 
a consequence, that no small part of the inhabitants were engaged 
in speculation. Many new schemes sprang up. Lands, before 
used only for cultivation, were now laid out into town lots, and 
fortunes were speedily made in this manner. 

It might also hs^ve been observed, that, although there was 
great activity in most kinds of business, yet the agriculture 
of the country was not increased at all in proportion to maiiufac- 
tures — in fact, many of the young farmers were, of necessity, 
drawn into the workshops, to supply the increased demand for 
manufactured products. There was, in truth, more change of 
occupation than increase of industry. • 
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Another thing might be noticed — viz., that men now run into 
debt much more freely than ever before ; for, notwithstanding 
the amount of money was so largely increased, credits in every 
shape were extended in far greater proportion. Everybody had 
confidence, and was ready to buy or sell on time. Thus matters 
went on, and the new currency was. regarded as a great improve- 
ment upon the old. 

There were, however, certain classes of persons who, for rea- 
sons no one seemed to suspect, did not participate in the general 
prosperity. Mechanics and laboring men, for example, although 
they got higher wages, found themselves more straightened in 
their circumstances. All the articles they had occasion to buy 
were so much dearer,- that it was diflScult for them to make the 
two ends of the year meet. If wages had risen twenty-five per 
cent., all the necessaries of life had advanced fifty or a hundred. 

If it be asked why wages did not rise as much as commodities, 
we answer, for labor there is never but one demand — viz., the 
actual or immediate demand ; while for all commodities there 
may be — and when the spirit of speculation has, for any cause, 
been engendered — both an actual and a speculative demand. 
Wages cannot, like flour, be bought up in large quantities, and 
kept for a rise of prices. 

All persons of fixed salaries, established prior to the new state 
of things, found their incomes did not bear the same proportion 
to their expenses as formerly. They received, indeed, as much 
money for their services, but the money would not purchase as 
many commodities. Why this should be so they could not even 
imagine, and the only reason ever given for it was, that " every- 
thing had risen." 

With the exception of these classes there was a general feel- 
ing of prosperity and satisfaction, and this state of things would 
probably have continued, had not an unlooked-for scarcity of 
money taken place. Why this should occur was a marvel, for 
there was certainly twice the usual amount of money in circulation. 
Nevertheless, everybody was pressed for the means of making 
payments ; the rate of interest was doubled ; property began 
to fall, and be sold at a great sacrifice. 

All this might well look mysterious to those who did not 
observe closely enough to discover that prices having doubled 
in consequence of 'the inflation of their currency, it required 
twice as much money to do the same business ; and, what was 
more important, that credits had been extended in a still greater 
proportion, so that a vastly larger amount of currency than 
formerly was required to meet the heavy payments that must be 
ma(|e. 



The pressure was augmented by tte discovery that, owing to 
the fact that so many hands had been tjken.from agriculture to 
manufacture the extra carriages, furniture, clothing, &c., which 
the inflation had caused a demand for, there was a short sup- 
ply of wheat. This caused many certificates to be returned 
to the depository, and, of necessity, the currency was thus 
rapidly diminished ; for it must be here observed, that for every 
bushel returned, two were withdrawn from circulation ; otherwise 
the institution would at once have failed, as it had given out cer- 
tificates for twice the number of bushels it had in its vaults. 
This drain continued until the currency was at length reduced 
to that point when there was even less nioney in circulation than 
prior to the adoption of the new system. 

The pressure became excessive, especially on business men, 
who had twice or thrice as many notes to pay as formerly, and 
only half as much currency to pay with as there was in circula- 
tion when they gave their obligations. Many were driven into 
bankruptcy, >nd extensive transfers of property took place, from 
the hands of the poorer to those of the more wealthy class. 
Those who had the actual wheat to operate with oould get most 
exorbitant rates of interest, or purchase any kind of property 
" at great advantage.'' 

At length prices had so far declined, and business had been so 
much paralyzed, that there was little demand for money from 
that source, and existing debts having been discharged by pay- 
ment, or wiped out by bankruptcy, a general lull seemed to take 
place ; and although there were now no more certificates in cir- 
culation than wheat in the depository, yet money was sufficiently 
plenty, and the rate of interest at the lowest point. Speculation 
being at an end, great numbers were compelled to return to the 
cultivation of the soil. 

From this point the business of the country seemed to start 
ofiF on a new career of prosperity. Industry began to be legiti- 
mately developed ; and directly certain kinds of manufactured 
articles, particularly those of the greatest necessity and utility, 
became in demand, and it was somewhat instructive to observe 
that the demand for boots and shoes began before that for broad- 
cloths and silks, and that each business revived in that order which 
would be indicated by its obvious relation to the absolute wants 
of the people. 

No sooner, however, had increased .production caused an in- 
creased demand for merchandise in general, than the depository 
was called upon to issue its credit certificates ; that is, two for 
each one of wheat. This stimulated business, as before, and the 
same scenes were re-enacted, only with somewhat increased inten- 
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sity. The whole conntrj was, in a short time, in a Ugh state of 
prosperous delirium. Every one felt rich, and thought himself 
getting rich. 

Just at this time a circumstance occurred, which gave to our 
community a great impulse, and placed it in relations entirely new. 
A ship arrived, for the first time, from a foreign land. A great 
discovery had been made, and our island, which for convenience 
we will call Le Mondey would henceforth have a place on the 
map of the world. The cargo of this vessel consisted of a variety 
of beautiful productions — porcelain, cutlery, jewelry, &c. ; 
in short, all that could adorn th^ person or household, or add to 
the convenience and luxury of a people. Of course, the islanders 
were ready for traflSc with the new comers, and eagerly offered 
their certificates in exchange. But these their new friends de- 
clined to take. However good such currency might be in Le 
Monde, it was worthless to them at home. They must have 
something else. What, then, would they take ? Wheat. That 
was an article the value of which they knew, and a demand for 
which they would find in their own country. Accordingly, 
wheat was made the article of exchange, and the ship departed 
with its cargo. The withdrawal of so much wheat affected the 
money market somewhat ; a slight pressure was felt, especially 
by the mercantile class, but it soon passed away, and as the 
desire for foreign products actually stimulated domestic produc- 
tion, the vacuum was soon filled, and business went on with in- 
CFeased momentum. 

As may be readi'y anticipated, the arrival at home of the vessel 
of which we have spoken caused a great sensation, and ere many 
weeks had passed a fleet of other vessels were on their way to Le 
Monde. It was a long distance, however, and nearly a year elapsed 
from the departure of the first vessel to the arrival of the next 
in the island. They came at length, and the great mart of 
trade was in motion. The quantity of foreign fabrics was large 
— the shops were literally filled with them — and as everybody 
now had plenty of money, it is no matter of surprise that the 
ladies bought beautiful dresses, and the men all sorts of useful and 
ornamentsu articles. The first cargoes sold well, and the vessels 
reloaded with wheat. But more vessels continued to arrive in 
quick succession. The depository was called on to deliver wheat, 
and for all it paid out it had to take in twice the amount of H$ 
certificates. This rapidly exhausted the circulation. Money 
became scarce, and the wheat continued to be carried on board 
the foreign ships. But this could not go on always. As money 
disappeared, the demand for goods fell off; yet they must be 
sold. They were forced on the market at whatever tney would 
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bring. This caused great distress. The merchants who had 
purchased the first cargoes were* ruined hj the fall of their stocks 
on hand, and the continued drain of wheat threatened to break 
down everybody connected with trade. The people could not 
get the wheat with which to redeem their credit certificates at the 
depository. It was impossible ; and the depository, with its nu- 
merous branches established for convenience in different parts of 
the country, suspended payment. They could not do other- 
wise ; for they had promised to deliver twice as much wheat as 
they actually had in their possession, and when called on to re- 
deem their certificates, they could only call on those to whom the 
extra certificates were given, and who were bound to furnish 
wheat for the same on demand. But what could these debtors 
do ? They could not make wheat at once, and nothing else 
would answer the demand. They might ultimately pay, but not 
now. With the failure of the depository all credit was annihi- 
lated. Universal bankruptcy, among all who were much in- 
debted, took place. Everybody suffered, except the few cautious, 
wary, and wealthy individuals, who had the means to profit by 
the misfortunes of others. To them, as a matter of course, an 
immense amount of the hard earnings of the industrious was 
transferred, without an adequate equivalent. The rich were 
made richer, the poor poorer. That was not all, perhaps not the 
worst ; for the observing mind might discover that a great 
amount of demoralization was inseparable from such a catastrophe. 
-The expansion of tho currency had caused a spirit of gambling 
and speculation,UghIy detrimental to public and private morals; 
and when the collapse came, the desperation and misery inflicted 
on multitudes made them reckless of all moral or legal obliga- 
tions. They were ruined — they knew not why nor how. They 
did not feel to blame, and many of them were not to blame. 
They were the victims of a vicious system, and regarded them- 
selves as absolved from all obligation to pay others when no- 
body would pay them, or when their property had fallen to a 
fraction of what it cost them. The words " I promise to pay " 
lost much of their sacredness. Gloom and despondency settled 
down upon the land — stagnation and paralysis reigned every- 
where. 

But this bad state of things could not last forever. Foreigners 
had suffered, for many of their cargoes had been almost a total 
bss. They were not in haste, therefore, to send more goods to 
so bad a market. Both parties had learned wisdom. The in- 
dustry of the islanders was again renewed ; more wheat was 
produced ; men were engaged in useful enterprise, instead of 
idling and speculation ; the recuperative energies of the people 
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began to be felt ; and gradually the country returned to a truly 
healthy and prosperous condition. 

And now, certainly, both the goyermnent and people of Le 
Monde have become wise enough to avoid another such infliction. 
Alas! no. The illusion is too pleasing — the temptation too 
strong. The experiment is repeated ; again the currency is in- 
flated ; foreigners again send their merchandise. True, there 
is more caution on both sides, but the result finally comes. The 
wheat of Le Monde must be shipped to pay the balance of trade^ 
and another scene of distress and bankruptcy ensues ; and an- 
other, and yet another. 

It might seem quite surprising that these experiments should 
be repeated, but nothing was more natural, for the nature of 
money was not at all understood. The effects of such a currency 
as they had, they did not comprehend. They did not see that 
the moment anything was put in circulation as wheats which had 
no value in itself, or was not the actual representative or certifi- 
cate of so much wheat in the possesaion of the depository, that 
had promised to redeem thes^ certificates in wheats that moment 
the standard of value had been vitiated, and all the disastrous 
consequences we have enumerated must follow. 

Not having any adequate idea of the character of their cur- 
rency, they failed to understand cases of frequent occurrence 
like the following : — 

Under the first currency, while there was no larger amount 
of certificates in circulation than of wheat in the vaults of the 
depository, A sold B 100 acres of land for 2000 bushels of 
wheat, and took his note, payable in two years. Immediately 
afterwards the new system went into operation ; the currency 
was inflated, and at maturity the note was paid in full according 
to its tenor ; yet, by the operation, A lost one-fourth part of the 
value of his land, as he found out when he came to reinvest 
his money, which would buy only three-fourths as much of any 
kind of property as when he sold his land. He could now, with 
his 2000 bushels of wheat, buy only 75 acres of such land as he 
sold ; or, if he would purchase oxen, he must pay 100 bushels 
per yoke for such as he could have bought for 75 bushels when 
he sold his property. He had clearly lost one-fourth of the value 
(or exchangeable power) of his lands. 

Again ; during the expansion, purchased a house of D, and 
agreed to pay 3000 bushels of wheat in two years. C was a 
manufacturer of hats, and when he bought the bouse 1000 hats 
would, at the existing price, (three bushels each,) have paid for 
the house. The contraction came on ; C's hats, like everything 
else, fell in price, and he had to pay J) the value of 1500 hats, 
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to take up his note for 3000 bushels of wheat, for his hats were 
now of the value of only two bushels each. So that, although ho 
paid only 3000 bushels of wheat, as he agreed, he lost 500 of 
his hats by the operation. 

Circumstances like these, though of constant occurrence, made 
no impression in the minds of the people, for they never con- 
nected the cause with the effect. They never perceived that 
every time the currency was expanded or contracted, every 
existing obligation to pay or receive money was necessarily 
changed from its original intent; that expansion enabled all 
existing debtors to pay off their previous obligations with less 
property than they promised, and that contraction, on the other 
hand, compelled them to pay more. 

Seeing nothing of all this, instead of turning their thoughts to 
the proper remedy, they only clamored for a greater propor- 
tionate over-issue of certificates. 

By the foregoing il\u8tration we have endeavored to show the 
nature of money and currency, and the difference between them ; 
that the one is an accurate standard of value, while the other is 
false and delusive ; that while with the use of money there wiU 
be occasional vibrations in trade, which^like the tides of the 
ocean, are salutary, and come in obedience to natural causes, 
with the latter there must ever be frequent, unnatural,^ and 
violent convulsions ; that the laws of trade are before and above 
all human enactments ; and that when the latter arc in contra- 
vention of the former, they can only injure and derange the 
industrial interests of a community. 

The edict of government which established an over-issue of 
certificates, in the case supposed, did not give any new strength, 
activity, or skill to a single citizen, or impart any additional 
power or disposition to labor ; and as all values are created by 
labor, it did not, as it could not, add one iota to the production 
or prosperity of the island. All it did was to give an abnormal 
stimulus to trade, by increasing demand without increasing the 
supply, and of course to give rise to speculative operations. 
While the depository issued no larger amount of certificates than 
it received of wheat, it acted simply as sl trustee^ holiiug the 
money of the individual for the geperal good ; when it issued 
more, it became a manufacturer of currency. 

In our next chapte'r we shall speak of the actual currency 
of commerce. 
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CHAPTER II. 

THE CURRENCY OF COMMERCE — THE PRECIOUS METALS, WHT 
USED AS MONET — COINAGE — ORIGIN OF BANKS — BANKS OF DE- 
POSIT, DISCOUNT, CIRCULATION— MIXED CURRENJ — MIXED CUR- 
RENCY BANKS, THEIR ORIGIN. ^ 

Having previouslj examined the nature and functions of money 
as an abstract question, we now proceed to speak of the existing 
currency, or universal equivalent, in commerce. 

This, in all ages a^d countries, has consisted of the precious 
metals — gold and silver. 

Local currencies have been various. Lacedsemon had her iron 
money ; the Romans are supposed by many to have used cattle 
and sheep as currency in the early periods of their history, and 
their coins subsequently bore the images of those animals, as 
indicating that they were equal to them in value. 

Tobacco was once currency and a legal tender in Virginia ; 
so was wampum in Massachusetts. In 1637, '^ the General 
Courte ordered that wampumpege should passe at six for a 
penny, for all sums under 12d." In 1640 and 1641, additional 
laws were enacted, making wampum a lawful tender. 

Many expedients like these have, at different times and in 
different countries, been adopted to secure a temporary and par- 
tial currency, but so far we know, from the days of Abraham, 
who paid " four hundred shekels of silver, current money with 
the merchants, for the field of Ephron," to the present time, the 
money used in commerce between different nations, has always 
been composed of gold and silver. These, and these only, 
have formed the universal medium of exchange and standard 
of value. 

The use of these metals as money arises from nothing conven- 
tional. No international agreement or treaty was ever made 
respecting them, yet they are everywhere, and without hesitation, 
received in exchange for whatever any one may wish to dispose 
of. 

These fact? lead us to inquire what peculiarities these metals 

possess, which render them thus universally acceptable as money. 

Ist. They possess value; that is, cost labor, and are objects of 

desire. We have endeavored previously to show* that the article 

used as a standard of value must, of necessity, possess absolute 

* Beferencp is here made to preTioas articles in the Merchant's Magazine. 
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value in itself, since we can only measure value with value. 
Gold and silver have this indispensable requisite. 

2d. These metals are stable in value ; that is, the most so of 
all known commodities. This is a great desideratum, for the 
standard of value should be as invariable as possible. The 
exchangeable power of no commodity can be absolutely fixed in 
relation to all' others, for the relative quantity of each will vary 
from time to time, to say nothing of those differences in the cost 
of.production which may arise from many causes. All we can 
attain of perfection is, to take that article which K)n the whole, 
and in the long run, maintains its relative value with the greatest 
uniformity. Now the precious metals do this more satisfactorily 
than any other commodity in existence ; for, although the value, 
or exchangeable power, of these is greater in one age than 
another, the changes that do take place are genrerally so gradual 
as to be nearly imperceptible. The discovery of the western 
continent, which opened to the commercial world the accumulated 
treasures of Mexico and South America, caused the greatest 
change in the value of the precious metals tbat ever has, or 
probably ever will, take place. From 1492 to 1650, a period of 
about 150 years, it has been calculated that gold and silver fell 
in value, as compared with other commodities, about 75 per 
cent. But this fall was only equal to half of one per cent, 
per annum, so that even this change must have been so 
gradual as to have inflicted but little injury on individuals, and 
would only be appreciated at all in the case of long annuities, 
and other obligations of a similar character. 

All other commodities are subject to great and frequent changes, 
equal sometimes to 25 or 50 per cent, in a single year. Such great 
fluctuations never have, and from the nature of the case probably 
never will, occur in the value of gold and silvor, and therefore 
they form tlie best possible material for money, so far as ata- 
hility of value is concerned. 

3d. They are conveniently portable. One pound weight of 
£old is equal in value to about 5000 pounds of iron, or 1,200 
pounds of copper. No other article, existing inadequate quan- 
tity, has equal portability, as compared with its exchangeability. 
On this account, therefore, it is, of all articles, best adapted to 
the desired end. 

The power of gold in exchange, in proportion to its weight, 
may be further seen in the fact that one pound of it is, on an 
average of prices throughout the United States, equal to 15,000 
pounds of wheat, 30,000 pounds of Indian corn, five tons of rice, 
or one-and-a-half tons of cotton. 

4th. These metals are malleaUep They can be wrought into 
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any shape, will receive and retain any impression that may be 
put upon them ; they may be divided into the minutest quantities, 
and again united with the smallest possible loss. Hence, they 
are peculiarly adapted to coinage, and may also be converted to 
a great variety of alternate uses ; now acting as ornaments of 
the person, now performing the functions of money. 

6th. They are of uniform quality. This is an important fact. 
Gold or silver is always the same thing precisely. Other metals 
may vary greatly in quantity, but gold or silver never. Found 
in the sands of Africa, in the quartz of California, or the moun- 
tains of Russia, gold is always and everywhere gold — nothing 
less, nothing more. The iron of Sweden, of England, and of 
Pennsylvania, vary in essential particulars, but not so of gold or 
silver. 

6th. These metals may be reacKlt/ alloyed or refined. By 
alloy they are made harder, so as to resist more eflfectually the 
abrasion incident to use as a circulating medium. If desired, 
they can be again refined and assayed with the greatest accuracy, 
and little or no loss. Of what other commodities can the same 
be said ? ^ . 

7th. Imperishable, Fire does not consume them. Atmos- 
pheric changes cause no decomposition. Sunk in the bottom of 
the ocean, they do not perish ; and the flames which reduce a 
city to ashes, leave the gold and silver essentially unharmed. 
.The precious metals which ornamented the Temple of Solomon 
may, and probably do, at this moment form a part of the cur- 
rency of the world. 

8th. Beautiful. It is certainly a remarkable fact that in all 
countries, whether barbarous or civilized, the precious metals are 
esteemed as objects of great beauty. 

In the palaces of the great, and the cabins of the lowly, in the 
wilds of America, or on the steppes of Tartary, wherever man is 
found, whatever his color or condition, whatever, in other 
respects, his tastes or aspirations, gold and silver ai^e esteemed as 
objects of beauiy. From the lordly Anglo-Saxon to the most 
degraded Patagonian savage, the desire for these metals for orna- 
ment to the person or household exists ; and the desirableness of 
an object is one element of its value. 

9th. Universally diffused. This fact is also worthy of notice. 
In every principal section of the globe the precious metals exist 
in such quantities as to be objects of attention. Europe, Asia, 
Africa, North and South America, Australia, all produce gold 
and silver. 

lOlh. Lastly, these metals are siiffieiently plentiful to furnish 
currency for all the wants of commerce. This we argue from 
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two considerations ; first, from the very nature of money itself ; 
secondly, from the fact that, according to the best estimations, 
not more than two-fifths of the gold and silver now in existence is 
used as money, the balance being in plate or other objects of 
utility or ornament. In our last chapter, we endeavored to estab- 
lish the fact, that increasing the quantity of money only reduced 
its value, or power in exchange, by increasing prices and extend- 
ing credits. If that point is clear, (and nothing is more demon- 
strable or more in accordance with facts of every day's 
observation,) then it cannot be denied tliat the precious metals 
exist in sufficient quanity for use as currency throughout the 
world. 

In this connection, it may be proper to* add, that the adap- 
tation of these metals to a great variety of uses, other than foi^ 
money, is a matter of much importance ; for as, both in the man 
ner in which they are produced, viz , by labor, and in the demand 
which exists for them, for a great variety of the ordinary 
wants of mankind, they are brought within the influence of 
precisely the same laws as all other values, they always main- 
tain their legitimate position in the aggregate wealth of the world. 
As soon as there is a real redundancy of gold and silver, as 
required for money, they are at once converted into plate, 
jewelry, &c., &C4 Money being plenty and cheap, men can 
afford to use the precious metals for other purposes, and they 
always have done so. But it is further worthy of remark, that as 
a general fact, the precious metals are only to a limited extent used 
in such a manner that they cannot be readily brought back into 
currency if desired ; and hence the plate which ornaments the 
table of the spendthrift to-day, may be found in the coffers of the 
banker to-morrow^ 

COINAGE. 

« 

Having dwelt at some length on the remarkable natural 
adaptedness of gold and silver for use as money, we now pass to 
the consideration of those artificial arrangements by which they 
are still further and more completely fitted for that purpose. 

At first these metals were used in ingots and bars, and passed 
wholly by weight. Whenever a pecuniary transaction was made, 
scales were required to determine the quantity given in exchange. 
This mode of payment was clumsy and imperfect, for there would 
arise, not only the question of quantity, but of quality. Al- 
though, as we have said, gold and silver are always and every- 
where the same, yet, as they. are readily alloyed to any extent, 
it would be necessary to ascertain the purity or fineness of the 
metal. This could only be done by an assay, and this could be 
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accomplished only by persons having the necessary knowledge of 
mecallurgj and apparatus for conducting the process. 

It i9 therefore no marvel that, at a very early period in the 
world's history, a contrivance was hit upon by which both the 
difiSculties, were obviated. 

The bars or ingots designed for money were first assayed, and 
made of one degree of fineness. This degree of fineness was 
called the standard. The metal thus assayed was then divided 
into pieces and the jweight carefully ascertained and stamped 
upon each. The pieces so assayed and stamped were called 
eainSy and the process coinage. 

As this coinage must be a matter involving great responsibili- 
ty, it very appropriately became the duty, as well as the prerog- 
ative, of government. Every government established an insti- 
tution for the purpose of coinage, and this was called the mint. 

Persons now having the precious metals, which they desired to 
use for the purchase of other commodities, carry them to the 
mint, and take a receipt for the same. They are then coined, 
and the person holding the receipt, in due time, recieves from the 
mint an amount in coin proportionate to the amount of bullion he 
deposited. 

But, since the coinage has been attended with some expense, 
the government has, oi^ ought to have, retained a small fraction 
per cent, of the metal as a compensation for the service performed. 
This it should do for several reasons. First, a benefit has been 
conferred, for which the recipient should pay a just equivalent. 
Secondly, an expense has been incurred by the government, and 
if that is not repaid by the person receiving the immediate advan- 
tage, it must be borne by others not interested in the matter. 
This would be manifestly unjust. 

Coin should always be a trifle less valuable than bullion, other- 
wise it will be wrought up into jewelry, &c., as readily as bullion, 
if wanted for that purpose. For export abroad, or consumption 
at home, bullion should always have a slight preference. This 
can only be secured by a small charge for seigniorage. 

The metals so assayed, divided, and stamped, receive, for con- 
venience, appropriate names. If in England, guineas, sovereigns, 
crowns, shillings, &c.; if in America, eagles, dollars, dimes, &c. ; 
but these names only express one idea, viz., that each coin con- 
tains a certain quantity of gold or silver of a certain fineness. 

We are now ready to inquire into the nature of that machinery, 
by which a specie currency is made to subserve most effectually 
the great interests of commerce. 

ORIGIN OP BANKS. 

If we go back to a primitive condition of society, we may sup- 
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pose that in a given town or city there are 1000 persons en- 
gaged in trade, each of whom having occasion to pay and re- 
ceive money every ^bjj must of necessity have constantly 
on hand an amount of coin greater or less according to the 
nature and extent of his business, and have a safe, or, as it was 
called in olden times, '' a strong box,',' in which to place it for se- 
curity. There must have been a thousand of these safes in the 
case supposed, and as each of these would be exposed to danger 
from robbery, there was constantly a thousand risks incurred, 
against which no insurance could guard. 

This mode of keeping funds, then, must have been attended 
with expense, inconvenience, and anxiety, and. very naturally 
gave rise to the suggestion that if one large vault or safe were 
erected in some central position, to which each of the 1000 
traders could bring his money for safe keeping, a great part of 
the, expense and risk might be saved. The utility and feasibility 
of this measure would be so apparent as to secure its adoption, 
and, as a matter of course, suitable officers would be appointed to 
take charge of this general depository. 

JBut this arrangement, though a beneficent one, did not fully 
meet the wants of the business community. There was a great 
deal of unnecessary labor connected with it. Every day a great 
part of the specie must be taken out, and after circulating through 
the city be brought back to the depository for safe keeping. It 
would soon be seen that, if bboks were opened at this institution, 
in which fihould be entered idl the deposits to the credit of each par- 
ticular depositor, and then the amount charged to each as he should 
draw it out, it would much facilitate the transfer of balances. For 
example : A, owing B $500, would give his order to B for 
that amount, and B would then go to the depository and get the 
money, or he could have that amount passed to his credit ; or, if 
he owed C $500, could pass the order or " check " to C, who in 
turn would either pass it to D, or have it placed to his own credit 
in the books of the institution. ^ By this simple arrangement all 
the business of the place might be carried on without the necessi- 
ty of passing from hand to hand any considerable amount of 
specie. Such an institution would be, in fact, no more nor less 
than 

A BANK OP DEPOSIT. 

Of this sort was the first bank of importance of which we 
have any authentic history, the Bank of Venice, established in 
1171. It was a governmental institution, and existed for some 
600 years, affording great conveniences to the commerce not only 
of Venice, but of the great part of Europe. 
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The Bank of Amsterdam, a similar institution, was established 
in the Netherlands in 1609. It received on deposit all the coins 
then in circulation, however worn, clipped or alloyed they might 
be ; ascertained by weight and assay the value of the same, and 
passed them to the credit of the depositor as so much '^ bank 
money." This arrangement established a uniform and reliable 
standard of value, and conferred the greatest advantages on the 
trade of Amsterdam. It continued its operations successfully 
and without interruption until the invasion of the French army 
ml795. 

The Bank 'of Hamburg is another institution much like the 
preceding. It was founded in 1619. It has ever been, and 
still is, strictly a bank of deposit, and we have the testimony of 
Mr. McCuUoch, author of the Commercial Dictionary, (a very 
good authority,) that ^^ this is universally admitted to be one of 
the best managed banks in Europe." It has always adhered 
closely to its functions as a bank of deposit, has never loaned any 
part of its funds, but maintained in all respects its integrity both 
to its depositors and the public* It confers immense benefits and 
does no mischief, affords the greatest facilities for the safe keep- 
ing and transfer of money, and does nothing to disturb the nat- 
ural laws of trade. It is, in fact, a model bank.. It is support- 
ed by a small commission paid by each depositor, and as its funds 
always bear an agio, or premium, it virtually costs the depositors - 
nothing — the charges falling at last on those who draw the 
specie from its vaults for exportation. This bank not only sus- 
tains itself, but pays a considerable revenue to the city. 

Such was the origin of the simplest form of banking, from 
which all others have proceeded in the natural course of events 
— for when a bank of deposit was fully organized, and its opera- 
tion tested, it would be seen that the same institution might, with 
great propriety and effect, exercise yet another function — viz., 
that of loaning money. 

Persons having money to lend might place it in this institution, 
and those in charge could readily transfer it to those wishing to 
hire. This would be done by " discounting " the notes of those 
who wished to borrow money. The advantage of this arrange- 
ment would be obvious. Every person having surplus funds 
would know where to dispose of them, and those desirous of ob- 
taining funds would know where to apply for them. The amount 
recieved for interest on the loans made by the institution, would 
be a dividend to the several persons who had placed their money 
in the bank for investment, according to the amount contributed 

* Such is the fact, unless there have been recent changes of which we have not 
been informed. 
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by each — that is, the bank would paj " dividendfl " on what 
would be its ^' stock," or money placed as its disposal for loan. 
Whenever a bank of deposit should take on this new function^ it 
would be 

A BANK OF DEPOSIT AND DISCOUNT. 

Such a bank might also very properly go one step further^ 
and issue notes for circulation to an amount equal to the amount 
of coin in its vaults. This would afford great additional facility. 
If, instead of taking $1000 in specie, a person may take a note 
of $1000, or ten of $100, they are much more easily carried 
about his person. If he should travel ever so great a distance, 
the weight of this kind of money would be so trifling as to be 
hardly appreciable. This would be one of those advantages which 
a high state of civilization confers. When confidence can be 
fully established and maintained, the actual transfer of specie itr 
self becomes infinitesimally small coqjpared with the use which 
may be really made of it. Retained in one place securely, it is 
ubiquitous in its manifestations, passing and repassing with rail- 
road speed, and performing numerous operations in a single day. 
But the new function assumed (vii^., the issuing of notes) would 
give to the bank a new characteristic, and make it 

A BANK OF DEPOSIT, DISCOUNT, AND CIECULATION. 

The power and importance of the bank would now be vastly 
increased, and it might, in the legitimate exercise of its appro- 
priate functions, furnish all the facilities which commeroe could 
rightfully demand. To see this, however, more distinctly, we 
will enumerate the different services which it would perform : — 

1st. It would be a secure place of deposit, as before shown, for 
all transient funds. Persons receiving money which they did not 
wish to use to-day, might leave it at the'bank and have it passed to 
their credit, and subject to their draft at sight ; and by means of 
checks or drafts, the greater part of all business obligatbns might 
be discharged without removing any money from the bank. 

2d. It would be a place where all notes running to maturity 
might be left for collection, and where all having notes to pay 
would be sure to find them when due. For example, suppose an 
individual has notes against twenty different persons, becoming 
due at various dates for several months to come. Instead of 
keeping them in his own possession, and being at the trouble of 
presenting them to the promissors, or giving them notice whtsn 
due, he leaves them all at the bank, which assumes the responsi- 
bility of notifying the persons who owe them^ and who, on the 
day they are due, go to the bank and pay them. The 
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amopnt so paid is passed to the credit of A, nrho can draw it from 
the bank at once if he has occasion to use it, or let it remain for 
safe keeping, if he has not. By this arrangement not only a great 
deal of labor and care is saved to individuals, but as all the notes 
deposited must be paid when due, or be " protested " for non- 
payment — that is, legally and oflScially " dishonored " — no man 
regardful of his standing at the bank, or in commercial circles, 
will allow his note ^' to lay over." This secures perfect prompt- 
pess in the payment of all negotiable obligations — a matter of no 
small consideration to business men. 

3d. This bank would furnish a place where capitalists could 
advantageously invest their money. In all wealthy communities 
there are persons who, for various reasons, do not themselves 
wish to employ their funds. Some are too feeble, some too old 
or too young, some too proud, or perhaps indolent to do this ; and 
yet it is desirable that all the capital oi society should be in as 
active use as possible. Now, if by an institution like the one we 
speak of, all these classes i)f persons can secure a safe and profit- 
able use of their money, a great benefit is conferred on those who 
would lend, as well as those who must borrow. The money left 
in the bank becomes a part of its ^' capital." The bank issues 
to the capitalist '^ a certificate " that he has $1000 (or any oth- 
er sum, as the case may be) in the " stock of the bank." These 
certificates, in common parlance, are ^' bank stock," and as they 
are transferable from hand to hand, by entries at the bank, they 
become articles of merchandise, always commanding a ready 
sale, and, if the credit of the bank itself is good, oftentimes bear- 
ing a premium — that is, bringing more than their par value. 

4th. Such a bank might issue certificates of deposit. These 
difier in one essential characteristic from notes of circulation. 
A person in New York, in which place we will suppose an insti- 
tution of this kind to be situated, goes to the bank and deposits 
$5000, and t&Jkes a certificate that such an amount has been 
placed to his credit, payable to him or his order. This certifi- 
cate he may indorse, payable to a correspondent at, St. Louis, 
and forward it to him, end the latter can readily pass it to any 
one who has payments to make in New York. The diffierence 
between a certificate and a. common bank-note is, that the former, 
being payable to order, can oply be collected by the person to 
whom it is payable, while a baiik-note is good to any one who 
may chance to get hold of it, whether rightfully or not. It is a 
safer mode of making remittances^ 

6th. Such a. bank may purchase or collect bills of exchange, 
and in this way perform an importaiit service for the public. 

Without going at piresent into the general subject of commer- 
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cial exchanges, it will be suflScienfc for our present purpose to 
show in what manner the objects mentioned maybe accomplished. 
A, in Boston, has sold merchandise to B, in New Orleans, for 
which B has given him his note, or acceptance for the amount. 
A, wishing to realize the money for this, takes it to the bank in 
Boston, which, after deducting the interest and a small per cent, 
for " exchange," gives A the net amount in cash— or, if A does 
not want the money until his note or acceptance is due, he de- 
posits the same in the bank for " collection.*' 

In either case, the bank in Boston having the no'te or bill of 
exchange, sends it on to New Orleans to a bank of a similar 
character, whieh collects the money of B and passes it to the 
credit of the Boston Bank. C, in Boston, has in the meantime 
.purchased of D, in New Orleans, a bill of cotton, for which he 
wishes to pay. C goes to the Boston bank and asks for a draft 
on New Orleans. This the bank is able to give him, because 
B's note having been paid into the bank of New Orleans, it has 
funds of its own in that city. The draft which C obtains, and 
for which he i^ probably charged a small per cent, as " exchange," 
he sends to D, of whom he bought the cotton, who, in turn, goes 
to the bank in New Orleans and collects the money. So, by 
these operations, B, in New Orleans, has paid A, in Boston ; and 
C, in Boston, has paid D, in New Orleans, and no money has' 
been transferred either way. 

Wg have said that the banks, in the cases referred to, would 
charge a small per cent. " exchange." The principle on which 
this charge rests is, that it will cost a given sum to tran- 
sport money from Boston to New Orleans, or from New Orleans 
to Boston y and therefore it is right for the banks to make such a 
charge as the transportation, insurance, &c., would amount to. 
In point of fact both parties, the individual and the bank, 
are benefited. The time and expense of transportation are 
saved, and the bank has received a compensation, which, in 
a large business, is suflScient to pay its expenses, and enable it 
to divide all interest received on its^ capital among its stock- 
holders. 

Such, then, briefly and in general terms, are the advantages 
to be derived from hank% of depQsU, diseount^ and circulation y 
like that which we have described. And now the question 
arises, — and it is one of the gravest character, — are banks of this 
kind fully adapted to the wants of commerce, and can they, were 
they sufficiently numerous and suitably located, accomplish all 
that the public may rightfully demand of banking institutions? 
The verdict of society, (whether it has been given with due 
deliberation and a knowledge of the nature of money or not,) 
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iTOuld seem to be in the negative — since, with few exceptions, 
all the banks now in operation do^ in addition to what we 
have already described, issue notes for circulation to a greater 
amount ^\ihi\ the specie in their vaults. Such banks act not 
only as banks of discount and deposit, but exercise another 
and more important function — viz., that of manufacturing and 
circulating a mixed currbnot. 

Is such a currency needful or beneficial ? This is the great 
question of Political Economy at the present moment — all 
others sink into insignificance in comparison with it. Many of the 
great questions which in former times attracted the notice^ and 
%vided the opinions of economists^ are n*w settled, and are no 
longer matters of dispute ; but this is still an open question, and 
one on which the greatest difference of opinion exists. It there- 
fore deserves, and we propose to give it a careful, and, if need 
be, an extended examination, 

MIXED CURRENCT BANKS. 

The origin of mixed currency banking is traced to England. 
It was one of the fruits of the revolution of 1688, and the 
accession of William and Mary. The Bank of England, char- 
tered in 1698, was a part of the great faumcial system then 
inaugurated, and soon became a power in the State and a most 
efficient agent in the execution of those far-reaching schemes 
which distinguished the reign of William and Mary. It is the 
parent of all similar institutions throughout the world, and* under 
its auspices mixed currency banking has become a science. 

The first of these institutions established in this country was 
the Bank of North America, founded in 1782, at Philadelphia. 
Its nominal capital was ten million dollars, but it commenced 
operations with only four hundred thousand dollars, of which 
amount, Robert Morris, the Superintendent of Finance under the 
old Congress, subscribed two hundred and fifty-four thousand dol- 
lars — so that, in some sort, it was a national institution, as the 
government owned a majority of the stock. 

A national bank, however, was established in 1791, now 
known as the " old Bank of the United States." Its charter 
expired in 1811, at which time eighty-eight State banks had 
grown up. A new national bank was chartered in 1816, for 
twenty years. At the expiration of its charter, in 1836, there 
were two hundred and forty-six State banks. The^e have in- 
creased until there were, on the Ist January, 1856, twelve 
hundred and fifty-five of these institutions, with one hundred and 
forty-iliree branches, and an aggregate capital of three hundred 
and forty-three million dollars. Of this gigantic system we are 
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now to speak, and our first inquiry m, What is the true definition 
of a " mixed currency ? " It is, if we answer in popular lan- 
guage, a currency composed in part of specie and in part of 
paper money. But this answer does not describe such a cur- 
rency with sufSoient definiteness and accuracy. 

A mixed currency (if we except ttie amount of specie in the 
pockets of the people, used as ^^ change" for small trans- 
actions), is wholly a paper currency^ yet it does in fact consist 
of two distinct elements — one of which is value money ^ or that 
which has value within itself, and is therefore a proper standard 
<J£ value ; and the other is credit money ^ which has no value in 
itself, and therefore,^ though equally good as an instrument of 
exchange, has no quality that can make it a true standard of 
value. One part of this currency represents actual money, the 
other represents credit only. One is based on specie in the 
vaults of the bank, the other on the general property of the 
debtors of the bank ; and however homogeneous the whole mass 
of paper money may seem to be, it is in truth, in its nature 
and effects^ a compound of the two distinct and widely different 
elements we have named. 

With this statement of the character of a mixed currency, and 
our definition of the terms employed, we proceed to give an 
illustration, in a foriQ as simple and intelligible as possible, of the 
principle on which this currency is issued. Suppose a community, 
in which there exists $150,000 of specie, with no other money, 
and that $100,000 of this is subscribed and paid into a bank as 
its capital stock, and suppose that this bank issues $100,000 
of its notes for circulation instead of its specie. These bank-notes 
are loaned to individuals upon their notes, or bills of exchange, 
" discounted" by the bank. Now $100,000 of this money is in 
circ^lajtion. From time to time a part of these notes will be 
returned for redemption in specie, but the whole amount, as 
they circulate aver a wide extent of country, will never be 
returned aJt once. That is quite impossible. What portion of 
them will Ke returned within a given time, will depend upon 
circumstances. 

Should there be a demand for the export of specie, a large 
part might como in at short notice, but this is a contingency. 
There is a dianee that the greater part will remain out a long 
time. If so, then it wiH be safe for the bank to promise more 
specie — that is, to issue more notes than it has specie in 
its vaults ; how much more must be conjectural. It is a matter 
of experiment ; but a considerable amount may be issued with 
comparative safety. This is the principle, and it is founded on the 
doctrine of chance*. On this it rests entirely — how securely, 



26 

irill depend upon the extent to which it is carried, and a 
variety of concomitant circumstances. Bat acting on this prin- 
ciple, a mixed currency bank issues twice and three times, it 
may be ten times, as large an amount of bills as it has specie in 
its possession ; and for this over-issue it receives the same 
interest as it derives from the rest of its circulation, and, of 
course, just so far increases the profits of the bank and its 
dividends to the stockholders. 

Founded and conducted on tliis principle^ it becomes a matter 
of inquiry how far the operations of such banks are beneficial to 
the business interests of society, and what are the legitimate 
consequences and effects of mixed currency banking ? Theae 
we propose to consider in our next chapter. 



CHAPTER III. 

MIXED CURRENCY — ^ITS NATURE AND EFFECrS. 

We have previously shown that the mixed currency of the 
present day consists oC two distinct elements, viz., value money 
zxii, credit money — the first being that part of the paper circula- 
tion which does actually represent an equal amount of specie in 
the bank, and the other that which only represents credits, or 
what the bank promises to pay on the strength of the promises 
of those to whom it has loaned its money — that however apparent- 
ly alike the mass of this circulation may be, it is in fact composed 
of these two kinds of money. 

. To ascertain the nature of this mixed currency, as shown by 
its effects^ and to trace these effects and demonstrate their influ- 
ence upon trade and industry, is our present object. To accom- 
plish this we take the whole system of mixed currency, as exhib- 
ited in practical operation. Whatever theory may teach us, it is 
with actual facts we have to do in the examination of a question 
like that before us. 

1. The first thing we notice, as characteristic of this kind of 
currency, is that it is, from its very nature, unsteady and fluctu- 
ating both in quantity and quality. And first, as to quantity y be- 
ing an elastic currency, depetident on the will of man and not on 
the laws of nature, lixe a value money currency, it is continually 
expanding and contracting. Not having full actual value in it- 
self, it can perform well only one of the two important functions 
of money — viz., that of a medium of exchange. As a standard 
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of value it is never corireet, because it is always wanting, to a 
greater or less extent, in the element of value. It is this fact 
that makes it a local currency, and renders it powerless in general 
or international commerce. In consequence of this peculiarity, 
too, the moment there is any considerable demand for specie for 
shipment, its imperfection is made apparent. For Export it is 
woithless. Although money 2it home, it is moonshine abroad. 
This being the case, if there happens to be an unfavorable bal- 
ance of trade, and of course a demand for money to be sent out 
of the country, then the specie must be taken from the banks for 
that purpose; and, as it is based upon the specie in the banks, 
the paper money must be withdrawn from circulation in the same 
proportion that it (the paper money) bears to the specie in the 
Danks. 

For example, on the 1st of January, 1856, there was in the 
United States a paper circulation of about 196 millions of dollars, 
haying 59 millions of specie as its basis. Suppose, at that time, 
80 millions had been required (as in 1837) for shipment, how 
would it have affected the mixed currency ? Evidently, as there 
was more than three-and-a-third dollars of paper in circulation 
to one of specie, the banks must withdraw paper circulation to 
three-and-a-third times the amount of specie shipped. If they 
should not do this— if they should let their specie go without con- 
tracting their circulation, except to the exact amount of specie 
withdrawn — how would they stand ? 

Circulation .• • 196 nuUions. 

Specie withdrawn, for which the banks took in the 
same amount of their own notes • 80 " 

Balance in circulation* •••«• • 166 " 

For the redemption of which there would remain only 29 millions 
in the possession of the banks, leaving the proportion of paper to 
specie almost six to one^a risk imminently hazardous ; for if there 
were danger of a further demand, or a suspicion in the public 
mind as to the ability of the banks to pay all their notes, in spe- 
cie, and in consequence a run should be made upon them for the 
redemption of their bills, a general suspension like that of 1887 
would be inevitable. This the banks well understand, and hence 
would, in the case supposed, at once contract their circulation at 
least ^100,000,000, (i.e. $80,000,000 by 8i,) and the currency 
would' stand — 

Notes in circulation $96,000,000 

Specie in bank 29,000,000 

Leaving the ptofortion essentially as before, while the circulation 
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would be redaced more than 50 per cent. Contrast this with a 
yalue-monej currency — all the bills in circulation being based on 
an equal amount of specie in the banks. In that case the with- 
drawal of SO millions would leave 166 millions in circulation. It 
would reduce the monej of the country only to the exact amount 
of the specie sent out — ^would cause no panic, and litde compara- 
tive pressure ; for while, in the first instance, the people would 
be obliged to discharge their obligations with less than one-half 
of the amount of money existing when they incurred them, in the 
laUer case they would su£fer h'om diminution only to the extent of 
me^sUh. This would make an immense difference, both in their 
aUlity to get the money to pay iheir debts with, and in the value 
of their property. In the one case there would be a salutarj 
pressure occasioned by the operation of the natural laws of trade 
-^in the other, distress and bankruptcy arbing from the defective 
currency. In tlio one, the fall of property would be slight — in 
the other, ruinous. ' 

We have said that a mixed currency is elastic, expandmg and 
contracting, in virtue of inherent properties. This is further ob- 
vious from the following facts. 

lliere are some 1300 banks in the United States, all competing 
for the profits arising from the issue of credit money. The bank 
that can issue the greatest amount of this money — that is, can 
put out the greatest excess of paper over the specie in its posses- 
sion — will, other things equal, pay the largest dividends, because 
it gets the same interest on its credit money, which costs nothing, 
(or the mere expense of manufacturing it,) that it does for its 
actual capital. This being the case, there is a constant effort 
made to secure the largest possible circulation. Various expedi- 
ents are often resorted to for this purpose. Persons are some- 
tunes employed to take the paper money of the bank to distant 
places &r circulation. The hdJxkB at the East often make loans to 
persons going West to purchase produce, in consideration of ^' the 
fiivorable curculation" they may give to their notes. We are 
cognizant (of many facts like the following : 

A receives of a bank ^10^000 of its bills, and gives his note 
for the same vnth interest, and binds himself to keep that amount 
of bills constantly in circulation for a given time. This is effect- 
ed by bavins all the bills '^ marked " — that is, stamped with the 
initials of As name, or some figure agreed upon, and as fast as 
these bills are returned to the bank, A is obliged to redeem them 
at once with other money. J3y such devices some banks (for all 
do not resort to tricks) are enabled to extend their circulation far 
beyond wbat it would otherwise attain. But without such expe- 
dients, the loaning <yf such money by Hxie banks generally trough- 
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out the country will, in a short time, bring a vast amount into cir- 
culation, and if the credit of the banks be unsuspected, it will 
continue to circulate until a general contraction takes place. 
Such we know is the result of the mixed currency. system of the 
United States, and such will be the result in all countries having 
a like currency. 

But the very issue of so much money causes such a rise in 
prices, such an extension of credits, and such a demand for for- 
eign products, that a call for specie for export is inevitable, and 
then a contraction must take place. Hence expansions and con- 
tractions succeed each other as cause and effect. The following 
statistics confirm the g^eral principle we have laid down : 

TABLE A. 

The circulation of all the banks in the United States has been 
in round numbers as follows ; — 

« 

In 18S5 •*»•>••'•- $108 millions. 

1836 •.••........ 140 ^ an expanstOQ of 86 per oenf . 

1887 U9 « " 7 " 

1888 116 « a contraction 22 " 

1889 189 " an expansion 20 « 

1840 • 106 »* acontraction 24 « 

1848 ..-.,.. 58 •* " 45 «* 

1844 75 « anexpaasion 29 " 

1846 105 « " 40 « 

1851 155 « « 48 " 

1856 195 « " 26 « 

To be followed in due time by a corresponding contraction.* 

TABLE B. 

The whole circulation in the State of New York was; in 

Jannary, 1831, in round numbers $18 millions.. 

" 1836 21 " an e;qian8ion of 1 7 p^ cent 

« 1837 - 24 « " 14 ^ 

" 1838 12 ** acontraction 50 " 

^ 1839* 19 '< an«xpansion 58 « 

« *1840 U " acontraction 26 " 

« 1841 ..•.• 18 " an expansion 29 « 

« 1842 1,4 « acontraction 22 « 

** 1848 ..• 12 •«« » 14 « 

TABLE C. 

In the city of New Orleans, in 

Jianuary, 1 837, in round numbers $8 miHions. 

March, 1838 • • • • • 5 " a contraction of 87i per cent 

Decem'r, 1841 •-••• 8 " an expansion 60 •* 

June, 184J -. 1^ « acontraction 81 *• 

Tbb was wxUl«n some time lielsre t)i9 pretetU 4M>ntsaction. 
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TABLE D. 

In the State of Ohio, in 

1886 .* $9,676,644 

1843 1,108,908 



Decrease of currency $8,566,736 

Equal to a contracfion of 88 per cent. 

2. We say that this kind of currency is constantly fluctuating 
in quality, t. ^., in the relative proportions of value and credit of 
which it consists. At one time the element of value may be 
equal to 90 per cent, of the whole mass, at another only 60, at 
another only 10, or even 6 per cent. This is a matter of grave 
importance, because upon the quality of the currency depends the 
prices of all property and the integrity of all contracts. If the 
currency consists entirely of value money, the prices of all com- 
modities measured by it are correct, or natural prices, and all 
obligations to pay money can only be discharged by just equiva- 
lents. But in just so far as the element of real value is wanting, 
in just so far will prices be disturbed and contracts vitiated. 

The average value of the bank currency of the United States, 
for the last twenty years, has been very nearly 83 per cent. ; 
but from the following table it will appear' that the variations in 
that period have been very considerable : — 

TABLE E. 

Giroalation. Speof«. Proport*nofT&lu«. 

In 1837 $149 millions. $38 millionB. 25 per cent 

1840 107 *♦ 33 ** 31 " 

1843. 68 " 83 " 57 «• 

1844 75 " 60 " 80 " 

1846 106 " 42 " 40 " 

1849 114 " 43 " 38 " 

1851 165 " 64 « 35 " 

But the difference in the proportion of value money in the 
currency of the different States of the Union is still more 
remarkable, as exhibited in the annexed schedule. It represents 
facts as they appear in the returns for 1856 : — 

TABLE Yp 

GiroalAtion. Speeto. Proportion. 

Maine $5,077,248 $763,085 6.74 to 

J^ew Hampshire • • 3,689,482 236,411 15.18 

Vermont 3,704,841 * 201,548 18.37 

Massachusetts • 23,116,024 4,409,402 6.24 

Rhode Island 6,404,104 885,767 14.01 

Connecticut • «,871,102 810,101 $.48 
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New York • • • « 
New Jersey • • < 
Pennsylvania* • 

Delaware 

Maryland 

North Carolina 
South Carolina 

Georgia 

Alabama 

Loiiisiana 

Mississippi • • • • 
Tennessee • • • • 

Kentucky 

Missouri . ^ • . . . 

Illinois 

Indiana • 

Ohio 

Michigan 

Wisconsin • • • • 
Virginia 



GirculaUon. 


Specie. 


Proportion. 


81,840,003 


10,910,880 


2.87 1 


4,235,079 


782,659 


5.41 1 


16,808,199 


6,788,650 


2.62 1 


1,192,204 


180,501 


6.60 1 


6,297,983 


8,398,101 


1.56 1 


5,750,092 


1,360,995 


4.22 1 


6,604,679 


1,228,221 


6.29 1 


10,092,808 


1,955,966 


6.16 1 


2,382,176 


1,125,490 


2.12 1 


7,222,614 


8,191,625 


.88 1 


324,080 


7,744 


41.85 1 


8,618,545 


2,231,418 


3.82 1 


12,634,538 


4,611,766 


2.74 1 


2,805,660 


1,355,050 


2.07 1 


3,420,985 


759,474 


4.50 1 


4,516,422 


1,695,014 


2.88 1 


9,080,583 


2,096,809 


4.33 1 


573,840 


152,080 


3.77 1 


1,060,165 


631,718 


2.01 1 


13,014,926 


8,161,109 


4.18 1 



There .is also a " sectional '* view of this subject, which is 
shown in the followincr table : — 



TABLB Q. 



Eastern States 

Middle 

Southern .... 
Southwestern* 
Western ■ 



CirculatiolL. 


Specie. 


Proportion. 


$68,816,469 


$6,746,711 


$7.97 to 1 


67,298,622 


21,509,993 


2.66 1 


80,941,217 


6,755,082 


4.58 . 1 


26,180,695 


14,305,640 


1.76 1 


19,765,220 


4,627,120 


4.25 1 



The fluctuations in the proportion of circulation to value 
money, in the same State at different times^ is shown in the fol- 
lowing statistics of the banks in Massachusetts : — 

TABLB H. 
drcnlation. Specie. 

In 1822 $3 21 to $1, or 80 cents yalue on the dollar 

1824 1 98 1, 60 " " 

1825 6 76 1, 17 « " 

1827 4 54 1, 22 « <» 

1833 8 31 1, 12 « " 

1848 126 1, 80 « " 

1847 4 85 1, 28 « " 

1849 5 70 1, 18 « « 

1851 7 94 1, 12^ " " 

1862 6 94 1, 17 « « 

1858 8 77 1, m " " 

The variations in the several banks of the same State, at the 
same time, in regard to the proportion between their circulation 
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and specie, are quite remarkable, as shown in the returns made 
up bj the Secretary of the State of Massachusetts for 1852. 
From the returns of 137 banks, it appears that the genen^ 
average was $5.94 of circulation to one of specie ; but the 
extremes of variation were as follows : — 

In Plymouth oooBty the baBki'Varied in their circolation, as £on- 

pared with ipecie, from* ..*...- 16 to 9ii 

Norfolk 6 ao 

liiiddlesex • V 5 41 

Suffolk 1 42 

Worcester • 9 42 

Hampden 7 4^ 

Essex f 5 49 

Bristd ., ••• 6 64 

The Suffolk Bank, of Boston, is not included in the above, as 
it held at that time a considerable amount of specie belonging to 
the country banks. We have taken these facts from the Mass^ 
chusetts returns, not because they are peculiar or extravagant as 
compared with those of other States, but because they are con- 
venient to our hands, and because they present probably neitheir 
of the extremes of a high or low circdation. 

Statistics like the foregoing might be indefinitely extended, 
but enough has been presented to prove our position that a mixed 
currency is constantly fluctuating both in quantity and quality. 
Fixing our eye steadily on this great fact, we are enabled to ac- 
count for all those frightful convulsions in the monetary world 
which we know take place, those disturbances of trade, that 
spirit of overtrading, speculation, and gambling, that fearful 
recklessness and disregard of mercantile obligations, so rife 
among us. If no true faith can be placed in the currency, no 
true faith ought to be expected anywhere ; if the standard of 
mercantile obligation is destroyed, what is left ? This is the 
characteristic and most important &ct in relatipn to such a cur- 
rency. It is a fact on which every other seems to hinge, and it 
cannot, therefore, be too deeply fixed in the mind of every (xoe 
who "wishes to eomp/ehend the various phenomena of a mixed 
currency system. 

We proceed to examine in detail tihe consequences which we 
should naturally infer would, and which we find actually do, take 
place wherever such a currency exists. 

I. A mixed currency stimulates credit at one time, and de- 
presses it correspondingly at another. 

While the banks are expanding the xsurrencyy that is, increas- 
ing the quantity of credit money, they are very desirous to make 
loans, and all who apply with fair paper (good notes, &c.,) are 
sure to get " accommodated,'* even if the paper they offer has 
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five, six, or in many cases eight months to run. Money is thus 
made plenty ; everything advances in price ; buuness men feel 
willing to give their own notes, because it is so easy to get money 
with which to pay them, and they are willing to give credit, and 
long credit too, because the notes they take are so readily cashed 
at the banks. It is now " good times." Everybody can pay, 
therefore all are not only ready but anxious to sell on credit. In 
this manner, and for these reasons, creclits increase with the 
most astonishing rapidity ; men seem to lose all sense of fear, 
and confidence is universal. 

Now comes the reverse of the picture. The banks from ne- 
cessity commence a contraction ; they have overtraded as well as 
their customers ; many of them owe ten, twenty, thirty dollars, 
payable on demand^ to every dollar they have in their vaults ; 
they are called on for specie and they at once stop all loans. 
This they must do, or fail. Business men go to the banks as usual 
to borrow money, but can get none ; they call on their debtors to 
pay, but money is scarce and getting scarcer every day ; the 
ablest of their debtors can pay but little, the weakest none. The 
money market grows worse and worse, and country merchants, 
city merchants, manufacturers, and tradesmen of all kinds begin 
to feel the pressure. The wheels of business are clogged ; con- 
fidence, once so high and general, is nearly annihilated ; most 
transactions are made for cash ; men are now as unreasonably 
suspicious, as they were before blindly confiding — all, in the ex- 
pressive language of trade, is " stagnation.'' How many times 
has this game been played over in Great Britain and the United 
States ! And how certain is it that it must be again and again 
repeated while such a currency exists ! 

U. These fluctuations of a mixed currency cause numerous 
bankruptcies. 

This we have in fact already seen. The bankruptcies which 
take place in any community are just in proportion to the expan- 
sibility and contractibility of its currency. This is a fixed law — 
it must be so in the nature of thmgs — facts show it to be so. 
Of all countries which have a mixed currency, France, from 1803, 
when the Bank of France was established, up to 1848, had the 
most uniform and safe — the smallest proportion of credit money. 
Its general average, from 1809 to 1888, according to official state- 
ments, was as 20 dollars in specie to 24 in bills, or five-sixths of 
its currency was value money, making an average adulteration of 
only one-sixth.* 

In France we find, during that period, the fewest failures of 

* Of the present, currency of France we say nothing. It is quite different in its 
character. 
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any country which has a mixed currency. England has a far 
more fluctuating currency than France. Scotland has a currency 
still more vacillating than that pf England, but as we have not 
been able to find any statistics from that country, we cannot 
state the proportion of its credit money. From the suddenness 
and violence of its contractions, however, we have the most con- 
clusive evidence that the adulteration of Scotch currency is 
mnch greater than that of England. In the United States the 
currency is more insecure and unstable than in any country in 
the world. Its elasticity is such that it expands and contracts 
many times its average length, as we have already shown by oflS- 
cial statistics. We have seen it asserted, but do not now recol- 
lect upon what authority, that the comparative bankruptcies 
among business men in the different countries named were as fol- 
lows : — In Franco, 15 out of every 100 ; England, 35 ; Scot- 
land, 60 ; United States, 80.* 

Of the general correctness of these estimates there is little 
doubt. It has been demonstrated by the many examinations 
that have been made, that the bankruptcies in this country 
among merchants, manufacturers, and business men in general, 
who give and take credit to any great extent, are more than 80 
out of every 100. And it is presumed that' the observation of 
all acquainted with the commercial history of the different coun- 
tries above named, will confirm the general correctness of this 
table of bankruptcies, and go far to prove, if any proof be want- 
ing, that the failures and the dangers which attend business . 
operations in any country are, ceteris paribus j as the proportion 
of its credit money to its value money. We are well satisfied 
of the correctness of the principle. 

When. the process of contraction commences, the first class on 
whom it falls is the merchants- of the large cities — they find it 
diflScult to get money to pay their notes. The next class is the 
manufacturers — the sale of their goods at once falls off. The 
laborers and mechanics next feel the pressure — they are thrown 
out of employment; and lastly, the farmer finds a dull sale and 
low prices for his produce, and all, unsuspicious of the cause, 
have a vague idea that t eir difiiculties are owing to " hard 
times.'' And not only does this system, by its great issues of credit 
money — disturbing the laws of trade, destroying all careful 
business calculations, and exciting, to the wildest pitch of frenzy, 
overtrading, one-sided overproduction and speculation — cause 
all these extraordinary fluctuations of trade and credit; but the 
banks often head the long list of bankruptcies, and give the fatal 

♦ It is generally estimated that 90 out of lOD fail. "We have always thought that 
estimate too high.. 
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blow to great commercial houses staggering in very drunkenness 
under the stimulus of expanded paper. The slightest suspicion 
of its ability to meet demands will overturn any bank but the 
firmest and surest. 

Periodical revulsions in trade of a frightful character have oc- 
curred in this country at short intervals ever since the introduc- 
tion of the mixed currency system. Their terrible effects have 
been seen by all, and we have become so familiar with them, that 
^ we regard them as the natural phenomena of business operations 
— but it is not so— such fearful disasters never happen in a nor- 
mal state of trade, and can only be produced by a false and 
delusive standard of value. 

III. A mixed currenctf causes great fluctuations in the interest 
of money', and much enhances its average rate. 

This must follow as a consequence of what we have before shown. 
If it so stimulates demand at one time^ and paralyzes it at another, 
it would naturally follow that the rate of interest would be equally 
fluctuating ; and practically, we find that it has always b^en so 
wherever such a currency has existed. Every person familiar 
with the business of this country for the last forty years, must 
know that there have been occasion^ periods within that time 
when money, in the great marts of trade, was worth no more than 
5 per^^cent. per annum, and a drug at that ; and, on the other 
hand, there have been corresponding periods when money, to all 
who must raise it at the market price, would' cost 18 per cent, 
and upwards ; and that, between these extremes, the rate of in- 
terest has been constantly vibrating. Now, this is the legitimate 
consequence of a mixed currency. If it does cause a vast exten- 
sion of credit, it must cause a great demand for money to meet 
those credits ^ and the demand for money to pay debts is an im- 
perative demand, and cannot be postponed. A man is seldom, if 
ever, in immediate distress for money wiih which to purchase 
merchandise, but he is often so tor money to meet his notes at 
, the bank. He would never think of paying 2 per cent, per month 
for money to buy goods with, but will often pay that for the means 
of sustaining his credit. Now, as a mixed currency so vastly ex- 
tends the whole credit system, as it alternately makes money very 
plenty and very scarce, it must of necessity cause corresponding 
fluctuations in the rate of interest, and, on an average, greatly 
increase it. But the rate of interest is not only thus continually 
varying, but is, in fact, describing a cycle. Starting at zero, the 
low point we have here indicated— 5 per cent. — it rises by irregu- 
lar steps till it has attained the highest point of which it is suscep- 
tible ; then descends to the original point of departure. Like 
the currency it represents, it is never for a long time stationary, 
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never natural. The caprices and interests of those who manu- 
facture credit monej cause its extraordinary rise, and the lawa 
of trade at length come in to.foree its return to the natural rate, 
(which, in the United States, maj be assumed to be 6 per cent. ;} 
but the excess of the advance that has been created, by its reac- 
tion, brings the rate down to something less than the natural point* 
It never long remains there. Money soon becomes worth the 
legal rate, and will continue to command that rate, or more, ac- 
cording to the demand. 

The cycle usually requires a period of about seven years ton 
its completion, but disturbing causes may accelerate or retard a 
monetary revolution ; so that no person, however shrewd, can 
tell when the different points will be attained. The general result 
is certain, the time of its occurrence contmgent. Without pro* 
fessing absolute accuracy, we^ give the following as an approxi- 
mation : — 

The rate of interest for ^ a year will be 5 per ceat. per aan^.. . .aggregate 2| 

The rate of interest for 1 year will be 6 per cent, per ana .•••«...• 6 

The rate of interest for 1 year will be 8 per cent, per ana 8 

The rate of interest for lj| years will be 12 per cent, per ann »„ 18 

The rate of interest for 1 year will be 18 per cent, per aan 18 

The rate of interest for 1 year will be 12 per cent, per ann ••••• 12 

The rate of interest for 1 year wiU be 6 per cent, per ana. 6 

For the seven years • 74 

Or 10 per cent annually.* 

Permanent loans on mortgages and the like are not included hi 
the above estimate, as they are not usually influenced, to any 
great extent, by the ordinary fluctuations of the monetary worlo. 
We appeal with entire confidence to men of business, whether this 
estimate does not mainly correspond with (acts within their ex- 
perience. We do not say that, with • a value-money currency, 
there would be no variations in the rate of interest ; but we do 
affirm that, with a mixed currency, these variations are greater, 
and the average rate much higher. And this, we think, will not 
be disputed. It may be objected, by those who know little (prac- 
tically) of money affitirs, that the legal rate of interest being at 6 
or 7 per cent, generally, and the greater part of all loans being 
made through banks restricted by law, the average rates cannot 
be so high as we have supposed. To this we reply, that legal 
restrictions alter the case but little. Money always does bring 
what it is worth for the time being — law or no law — and all at- 
tempts to fix the price of money are worse than nugatory. 

IV. A mixed eurreney can never be reUed upon oy the hmness 
eommunity. 

«We suppose that thik wiU be regarded as below the average rate paid by buai- 
m«w men, but w« ratlier dhooa* to plaeeit too low than too high. 
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This we have already, incidentally, shown, if we have proved 
such a currency to be a vacillating one, but the point is so impor- 
tant that we propose to consider it as a distinct proposition. Mixed 
currency banks always owe a larger sum payable on demand, than 
they have money on hand to pay with. They always promise to 
pay specie for all claims made .upon them, when it is generally 
true of them that, if one-half their debts were demanded at once, 
they would be obliged to suspend payment. Take, for example, 
the banks of Massachusetts : — 

These, in October, 1856, by official returns, had in circulation. • • • ^26,544,315 50 
They owe4 their depositors 23,437,256 99 

Total immediate liabilities ^49,981,572 49 

To meet these, they had only ..^ 4,555,571 41 

— ^four millions and a half to pay fifty millions with ! 

Now, that they were legally liable to be called on for the whole 
of the fifty millions is certain ; that they might actually be called 
on for a large part of this is equally true. The amount deposited 
in banks is a more immediate liability than their bills in circula- 
tion, for the latter are scattered over the country, while the former 
is generally due to those near the banks, and may be drawn by 
checks at any moment, and to a great extent will be, in case of an 
extraordinary demand for money. 

The individual who should owe $50,000 of borrowed money, for 
which he was liable to be called upon at any moment, and had 
only $4,500 to pay with, would not be thought in a very eligible 
or safe condition ; yet such is the position of most of the banks 
in this country. And we ask, Is it not true that they are not 
RELIABLE ? We do not say that they are not »afe, that their 
promises will not eventually all be met ; that is not the present 
question. Have the business men, the merchants and manufac- 
turers, sufficient assurance that these banks will afibrd them at 
all times the reasonable accommodation they require ? The 
banks profess to supply the community with money ; can they be 
depended upon for this ? After having expanded the currency 
until they have involved the whole community greatly in debt, 
and so raised prices that it requires many times the natural 
amount of money to meet the existing state of things, can the 
banks continue to furnish the same amount of currency to enable 
them to discharge their obligations ? Certainly not ; for as soon 
as there is a demand on • the banks of Massachusetts — as thej 
were situated in October, 1856 — for one million of specie, 
that moment they must stop all discounts. Thay are expanded 
more than 10 to 1, including their indebtedness for deposits, 
and they must loan out noticing, redeem their own bills as 
fast as possible, and take care of themselves; and should 
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another and another million be called' for, they must contract so 
rapidly that ruin will stare business men in the face ; the weaker 
banks will begin to fail, the sound (?) banks will be run upon, 
and, to save general destruction, there must be a general suspien- 
sion/ This has happened time and again in this country. Most 
banks chartered prior to 1840 have suspended at least two or 
three times, and must suspend as many times more in an equal 
number of years. The Bank of England suspended in 1696 for 
two years, and again in 1797 for twenty-two years. The Bank of 
France, incorporated in 1803, suspended in 1848, and is certain 
to suspend again before long. The banks are not to blame for 
this ; it is, as we hare before said, the fault of the system. But 
we need not suppose a general suspension to show that mixed- 
currency banks are not reliable. They do far more mischief to 
the community when they do not suspend than when they do ; 
for in the partial contractions that occur once in every few years 
they throw all the distress and all the loss on the public. Una- 
ble to accommodate their custoiners, they drive thetn '^ into the 
streets"— or into bankruptcy. That such has been the past 
history of this system, ve assert ; that it is the legitimate conse- 
quence of such a currency, we hope we have proved ; and, there- 
fore, our position that mixed-currency banks are not reliable, we 
believe established. We do not suppose that the more^refiecting 
and far-seeing have any doubts on this subject. Such have long 
.felt the evils of which we speak. But the masses of the people 
have no suspicions of the vary delusive character of the currency 
they daily use. They have become so accustomed to periodical 
convulsions as to regard them as inevitable, and even necessarily 
incident to a normal condition of currency and trade. 

V. A mixed currency has a constant tendency to drive the value 
money out of the country. 

The reason is obvious. The precious metals follow the laws of 
value in the same manner as every other commodity. They go 
where they have the greatest power in exchange. If in this 
country they have, as cunency, in fact, but one-third of their ac- 
tual value, owing to the introduction of credit money into the cir- 
culation, they will go,, in obedience to the immutable laws of 
trade, to other countries where they command their full value. 
Wherever a mixed currency exists, the value money, or specie, 
is of no more current value ; that is, has no mor.e power in ex- 
change than tlie credit money ; they both together form the cur- 
rency, and one will purchase just as much of any kind of property 
as the other. Now, then, if there be any country with which the 
United States trades which uses specif money only, or a cur- 

« This was written in July iMt. . 




rency less dilated than our own, our specie will inevitably flow off 
to that countryj With freedom of trade, every commodity 
will find that market where it has the highest power in exchange. 
If then, We have, by means of mixed currency, reduced our dol- 
lar to the power of 38^ cents here, as is generally the fact, the 
tendency will be to expel ih On the other hand, if our currency 
were altogether value money, specie would have no more tendency 
to flow out than to flow in. Observe, in this connection, one 
striking fact. The specie in all the banks in 1848 was 46,000,- 
000 ; in 1856 it was 60,000,000 ; increase in eight years, 14,- 
000,000 only — while, in that time, we had produced in California 
some 300,000,000 of gold, thus showing that of all that amount 
not a twentieth part fias been retained in the country as a basis 
for our paper money currency. Indeed, it is one of the popular 
arguments in favor of a mixed currency, that it does expel specie, 
and furnishes a cheaper and therefore more desirable article in its 
stead. Now we do not say that if we had none but specie-money 
banks all the gold of California would remain in this country as 
a circulating medium. Quite otherwise. Gold is now one of the 
productions of the United States, as much as cotton or wheat, and 
tike them, in a normal condition of s^the currency, would be ex- 
ported on the same principle, viz., because foreigners needed it 
more than we did. What we do say is, that by our present sys* 
tem we .drive out that proportioii of our annual product which is 
legitima^ly required, and would otherwise remain with us as cur- 
rency. 

VI. A mixed currency counteracts the influence of protective 
dutieSy and retards the natural growth of manufactures. 

This we will endeavor to show by an illustration. Suppose that 
a certain kind of broadcloth can be afforded by the foreign man- 
ufacturer, delivered at New York, for two dollars per yard ; the 
same article mi^ht be made in this country, but would cost two 
dollars a yard; without any profit whatever. Of course, then, we 
cannot afford to make the article. The government, in order to 
encourage its production here, lays a duty upon the imported ar- 
ticle of fifty cents per yard, but at the same time^ establishes 
banks which manufacture a mixed currency, and double or treble 
the natural amount of money. The American manufacturer now 
proceeds to erect his mills, but wages and materials have so ad- 
vanced in price, by the expansion of tlie currency, that it costs 
him 25 to 50 per cent, more than it otherwise would have done. 
He builds machinery, but this also costs him proportionably high. 
He proceeds to purchase raw materials, and employ labor in man- 
ufacturing, but all are advanced in price for the same reason. 
His own expenses for living ar^ also higher ; and, should he be 
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obliged to hire money, that must also have advanced in price, or 
rate of interest. Under these circumstances, he cannot make 
the clotL sq as to afford a profit, and it will not be surprising if be 
should clamor for more protection. But it may be said that the 
same causes that have advanced the expenses of living and, con- 
sequently, of labor, will equally have advanced the price of broad- 
cloth. Not so. The price of the broadcloth will be determined 
by the rate at which it can be afforded by the foreign manufac- 
turer, and if he can pay the duty of fifty cents per yard, and yet 
obtain a fair profit on bis goods, he will send all the market de- 
mands. 

*There is another view of the matter. Suppose we would ex- 
port our plain cottons, for example, to India. We there meet 
the Engiisli article, made under a currency more valuable 
than our own, which can consequently be afforded for less, 
since with the same amount of the money of India, (z. e., value 
money) the English manufacturer can pay for much more labor 
in England than the American manufacturer can in America. 
It is true that the rate of wages is lower in England than in this 
country ; but, in addition to tlds^ England has the very great 
advantage of a currency nearer the currency of international 
exchange, which is always st^ctly value money. In such a state 
of things, not all the tariffs that ever were or ever will be imposed 
can adequately protect our manufactures. So far as they have 
arisen or flourished, it has been in spite of these disadvantages. 

The government has held out promises by its protective duties, 
while the banks have been pursuing a system which has been 
continually countervailing those duties, and rendering the manu- 
facturing busraess one of great uncertainty and perplexity. 

VII. Finally J as implying wd creating all these evils^ a mixed 
currency is not a self regulated currency. 

We lay down these propositions: — 

1st. That a value currency regulates itself by the exporta- 
tation or importation of money, in accordance with the laws of 
supply and demand, and also by the adaptation of the precious 
metals to other uses, (as for ornaments, plate, etc.,) and thus 
preserves the' integrity of prices, by preserving its own proper 
proportion to the wants of commerce. 

2d. The introduction of credit money deranges the effect of 
every law of value upon a currency. Not possessing a full, ab- 
solute value, but a partial and fictitious one, it is not governed 
by the laws of value. Where a mixed currency exists, the sub- 
stitution of credit for value money is unrestricted by any laws 
whatever ; specie flows out, and cannot come in^ though there be 
a great want of it ; the credit-money part of the currency, as it 
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does not increase by the natural operation of the law* of demand, 
cannot be diminished by the law of supply ; there being no de- 
mand for it abroad, it will not be thus diminished, and it cannot, 
from its nature, be converted into any other use than that of 
a currency ; consequently — 

3d. All expansions of a mixed currency, as they are not re- 
stricted by cost of production, (as is the case with specie,) as 
they are dependent upon the will of thousands of bank directors, 
acting without concert and in competition,* will not be limited by 
the laws of vahie, and will, therefore, be unnatural and exagger- 
ated ; all contractions, being reactions, often increased by panic, 
and unrestrained by any general system of conservative measures, 
will be harsh, violent and ruinous. 

We have extended, thus far, our considerations of the nature 
and effects of a mixed currency. We have seen that, from its 
nature, it must be constantly fluctuating in quantity and quality, 
and consequently produce certain evils which we have enumer 
ated. None of the positions we have taken will, perhaps, be dis- 
puted by any one acquainted with the subject, yet it may and 
will be contended that, admitting all these disadvantages, it still 
confers great benefits on the community. These alleged benefits 
it is now our purpose to consider. 



CHAPTER IV. 

ALLEGED ADVANTAGES OF A MIXED CURRENCY. 

Ist. "That this system increases the capital of a country, and 
makes money plenty." 

This is a popular idea. No bank, ho,wever, of any kind, 
whether a value or a mixed currency bank, can increase the 
capital of a country one dollar. Let us look at the matter. All 
that banks can do is to collect capital from one class of persons 
and loan it to another. Capital, in whatever form, can only be 
created by lalor^ and banks do not perform labor. Officers of 
such institutions do not create wheat, or cotton, or dollars. They 
only gather together what others have produced. Whatever 
exists in society they may concentrate in a favored locality, but 
they cannot increase the quantity unless they go to work, and by 
labor create a value. So it is not true, in any sense of the 
word, that banks of any kind increase the capital of the country. 
Mixed currency banks do, indeed, increase the quantity of cur ^ 
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rency^ but <his is done by promising to pay more specie than they 
have on hand. They issue their own indebtedness, which they ex- 
change for the indebtedness of others, and thus increase the 
general credits. Even this increase of money b nominal. We 
have before shown that the whole amount issued has no more 
power than the specie on which it is based. The over-issue has 
so raised prices and increased credits that, in proportion to the 
demand, money is as scarce as before. The term ^' plentiful," 
when applied to money, is altogether relative ; money is plenti- 
ful or scarce according to the demand for it. No fact is more 
demonstrable than that the more credit money there is in circu- 
lation, the scarcer the circulating medium. Dy the stimulating 
nature of credit money, the demand increases to a greater extent 
than the currency itself, so that it is actually true, as all business 
men know, that the pressure for money is greatest, and the rate 
of interest is highest^ when the banks are at the highest point of 
expansion. This has been frequently verified. 

There will be, however, a time during each cycle of such a 
currency, when money is really more plenty than it would be if 
there were none but value money. It is when the banks are in 
the process of inflation. During that period, vieing, as they do, 
with each other in getting up a large circulation, money will be 
plenty and very easily obtained ; but when the inflation has taken 
place, the demand will soon greatly outrun the supply, and from 
that time until a full contraction has come about, and the curren- 
cy is nearly restored to its natural limit, money \wll be scarce, and 
bear an enhanced rate of intereg(t. So that, on the whole, money, 
instead of being more plentiful and cheap, will be actually scarcer 
and higher. All this is apparent on the very face of the thing, 
and might be proved by numerous statistics. 

It hardly seems worth the while farther to combat the fallacy 
that mixed currency banks increase the capital of the country, 
and make money plenty, the idea itself being so absurd ; yet 
nothing is more generally believed, or exerts a greater influence 
in sustaining the mixed currency system. 

2d. ^' That a mixed currency is cheaper than specie, and thus 
a grea>fc saving to the country is made by its use." 

Let us examine the facts in regard to the currency of the United 
States, where this kind of currency is more extended than any- 
where else. First, let us find what the assumed saving is : — 

Our whole paper currency was, 'January Ist, 1856 $ 195,000,000 

Speoiein banks 59,000,000 ' 

Balance ;^136,000,000 

On the last sum, as ^^ it costs nothing, the country saves the in- 
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terest, which ifc wotdd lose if it were all specie." Such is the 
argument, if we understand the matter. 

The interest on $136,000,000, at 6 per cent, per annum, \a 
^$8,160,000. As we had a population of rising 25,000,000, it 
is a saving equal to about thirty-three cents to each person. 
This, k will be seen at once, cannot be a momentous matter, very 
deeply affecting the welfare and prosperity of a great people ; 
in truth, it will appear a matter of very little importance, even if 
it were real. 

But in the second place, by usiqg this kind of currency, we 
expand its quantity, so that at least $75,000,000 of this amount 
is mere inflation, pf no possible utility. The interest (which the 
people pay on this sum and which is all lost) we will reckon at 6 
per cent., though in fact they pay 8, and it will amount tb" 
$4,500,000 per annum. Now this must be deducted from the 
$8,160,000 before mentioned, leaving only $3,660,000, or 6 per 
cent, interest on $61,000,000, reducing the ^^ saving** to about 
fifteen cents for each individual ! To make this '^ saving^** then, 
we encounter all the tremendous derangements, fluctuations, and 
losses involved in the use of a mixed currency. 

But thirdly, this saving, if made, must be very unequally dis- 
tributed amongst the .people; For from 1836 to 1842 it is esti- 
mated, by those having the best means of knowing, that tbe 
people of this country lost fifty millions in broken bank bills, and 
this loss is continually going on^ though not at so appalling a 
rate. The constant loss by worn out bills (not " to the coun- 
try,*' indeed, but to somebody in the country) is immense ; every 
bank that has been in existence twenty or twenty-five years finds, 
on winding up its affairs, that from $5000 to $20,000 of its 
bills are never presented for redemption ; they have been lost to 
the holders. If we have 1,398 banks, (and branches,) what 
must be *;he aggregate \o^^ to the people Ivom this circumstance 
alone ? Probably the loss from counterfeits is still greater. But 
it may be urged that ** by, using paper money we save the loss 
which must take place by the abrasion of a specie currency if 
that were used." But would not this saving be equally great 
with a valiie currency, i. 6., paper as the representation of an 
equal amount of specie ? But how great is the loss by abrasion 
— what is the wear and tear of a gold currency ? Mr. Page, a 
distinguished English writer, has, from the reports of Ameri- 
can and British mints, ascertained that the loss on gold coin is 
only equal to 4.61 per cent, in a century^ which is less than one- 
twentieth per cent, per &nnum ; so that of every $100 coined at 
any given time, $95.39 will remain at the end of one hundred 
years ! At this rate of loss by abrasion, if gold were sub- 
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stituted for our whole paper currency of 195,000,000, the 
saving would be less than four mills annually to each inhabitant 
of the United States. Besides, does anybody suppose that 
0195,000,000 of paper money can be kept in circulation, re- 
newed from time to time as it wears out, for so small a sum ? 
Far from it. The " abrasion " of paper money occasions a 
far higher charge upon the industry of a country, than a specie 
currency. 

But, fourthly, what must be the expense of maintaining all the 
officers and managers of these 1,398 banks,* with the incidental 
charges of the same ? Why, at $3000 each, and that is a mod- 
erate calculation, it would be $4,194,000 per annum. 

The subject might be followed out still more extensively, if it 
were necessary, and our limits permitted. 

3d. '' That this country has prospered under a mixed currency 
in a higher degree than any other, and this currency, by making 
money more plenty, has been the cause of this extraordinary 
prosperity." 

Henry Lee, Esq., of Boston, in his "letters addressed to cot- 
ton manufacturers," written some years since, exposes the fallacy 
of this reasoning in a forcible manner. He says : 

" Tlie country has prospered in a higher degree than any other, 
cduntry.^* 

" The currency consists almost entirely of paper promises, cre- 
ated without limits by banks, and administered by banks without 
control, or without accountability ; therefore, the monetary sys- 
tem on which the country has acted, and is now acting, is tfie 
caicse of its unexampled prosperity. ^^ 

This is the reasoning process by which the country, by which 
a nation of 18,000,000 of people claiming more than a common 
share of general cultivation and knowledge — have been persuaded 
— rperhaps we may rather Bay led — not only to tolerate and en- 
dure, but to support and encourage, a system, which, whatever ap- 
pearances may indicate to the contrary, has been productive of 
an enormous amount of pecuniary and moral evil. 

That the cpuntry has prospered, and that banks and paper 
promises have existed, ^re truths too evident to be denied ; but 
the admission of the truth of these assertions does not necessarily 
imply a belief in the truth of the inference drawn from that aa- 
mission. The premises of these reasoners are true, it is admitted, 
but to establish their conclusions upon a sure foundation, it must 
be ahown that what they term cause is anything more than a mere 
coincidence. This, so far as we have in remembrance the essays 

* This was the number of banks and branches, January 1, 1856 ; there are now 
probajbiy about 1,450. 
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of the most distinguished advocates of the system, has never 
been attempted ; they have relied upon the argumentum ad igno- 
rantiam^ and the argumentum ad populum. The inconclu- 
siveness of the reasonings on the subject of banking and the cur- 
rency, to which reference has been made, may be illustrated by a 
case where the fallaciousness and absurdity wiU be made manifest 
to the most unreflecting mind. 

" The lands bordering upon the river Nile are remarkable for 
their fertility ; the pyramids are near the banks of the Nile ;- con- 
sequently, the pyramids are the cause of the extraoxdinary fertil- 
ity of the lands on the borders of that river ^^ Here is a case 
where the facts are so notorious or sp accessiblcT-namely, that 
the extraordinary fertility of the land in question arises not ifrom 
the presence of the pyramids, but the overflowing of the Nile — 
that no one could be deceived, or long remain ignorant of the 
true cause of that fertility ; consequently, the- falsity of the rea- 
soning, which attributes the quality of the soil to another cause, 
is instantly perceived and refuted." Mr. Baguet has an excel- 
lent chapter on this subject, in which he examines the whole 
ground, and shows most conclusively " that the increased activity 
given by banks lending their credit freely, does not tend to the 
promotion of public prosperity, and to the production of wealth, 
faster than would otherwise take place." 

The people of the United States have prospered not in conse- 
quence of their mixed currency, but in spite of it. The immense 
advantages of their position, their unparalleled energy andindus- 
try, have given them great wealth, notwithstanding all the de- 
rangements of business in which their currency has so frequently 
involved them. It would be as reasonable to assume, and quite 
as true, that the great prosperity of the American people was 
owing to the large quantities of alcoholic drinks they have con- 
sumed. 

4th. " That mixed currency banks are favorable to young men 
and others possessing little or no capital, and desiring credit." 

Whatever impairs credit and increases the risk of loaning, 
must be imfavorable to those who most need to borrow. Other 
things being equal, it must be easier to get credit in a community 
where only one in twenty fails, than where one in five fails ; the less 
the risk, the less the hesitation in giving credit. Now, does the 
credit money of a mixed currency diminish the risk of general 
credits ? Far from it. Common sense teaches, and^ statistics 
prove, that the hazards of credit must be just in proportion to the 
credit money of any country. Instead, therefore, of being favor- 
able, it is adverse to all persons wanting the use of capital. The 
hazards of credit in the United States are at least four times as 
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great as they would be under a value money currency. In the 
State of Missouri, (at least, up to a very recent period,) there 
has been but a small proportion of .mixed currency. The State 
has bad, almost literally, no credit money ; no State in the Union 
having equal trade, has had so litCle of the aid of mixed currency 
banks. And what is th6 experience of Missouri ? Are credits 
more difficult to be obtained than in Illinois, for example, where 
an opposite system has extensively prevailed ? Has there beep 
mor^ risk in selling goods to men in Missouri than in Illinois ? 
Quite the contrary. The observation of the writer, after an ex- 
tensive and prolonged experience in business relations with both 
States, is, that the risks of credit in Illinois have been at least 
four times greater than in Missouri ; and he is equally well satis- 
fied that the difference is owing more to the difference in currency 
than to any and all other causes combined. Under a valuQ 
money currency, any man may be safely entrusted with capital on 
credit, i^hose character for probity and ability for business is 
undoubted. But, under a credit money system, no matter what 2^ 
man's probity or capacity for business, if he chances to get 
caught in the Qieshes of a contraction, with an amount of liabili- 
ties with which he would have been safe during the expansion, he 
is a ruined man ; and, as he had no means of knowing when the 
crisis would come, he is the innocent victim of the system. The 
man who in 1818 of 1835 owed $100,000, and found it easy to 
meet his engagements^ would very likely be a bankrupt, if he 
owed the same amount in 1819 or 1886. But how could he know 
that it was not as safe to take credit in 1819 and 1836 as in 1818 
and 1835 ? Now capitalists, if they do not know the cause, weU 
know the effects; they understand that these terrible periodical 
revulsions do come, and they know that the consequence is al- 
most universal bankruptcy, and hence their unwillingness to loan 
their funds on individual credit. But banks of this description 
not only injure the credit of all who borrow money, but they have 
the effect of producing a most unequal division of the capital of 
the country. Banks, as we have before shown, create no capital, 
they only collect it together. ; and having got it, they loan it out, 
not equally as the wants of the public demand, but according to 
the interests and caprices of the directors. A bank having a 
capital of ^100,000, owned by one hundred individuals, would 
be under the control of some seven or nine directors, who would 
have the loaning of all that amount, instead of the one hundred 
owners of the stock. And what would be the natural conse- 
quence? Why, that said directors would help — ^ferst themselves, 
tnen their friends, and lastly, the public, if there were any capi- 
tal left, as there would not be likely to be much, especially in hard 
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times, when the public most want accommodation. Those who 
chanced to be in favor would get money, but how would it be with 
the masses ? All the facts that have been brought to light by 
bank investigations go to prove that but very few persons get bank 
loans. On an examination into the afiairs of thirteen banks in 
Ohio, a few years since, it was found that their entire loans, 
amounting to $4,471,865, were made to but 3,206 persons, and 
of this number 169 ^got $1,779,829, (over one-third of the 
whole, and about $10,000 apiece,) and that only one person out 
of every 606 in the whole State got any ! Many banks in New 
York and New England have shown a, worse state of things; 
sometimes Uie entire loans of a bank have been monopolized by 
half-a-dozen greedy, speculating directors ! This system, so far 
from as^ting ^^ young men " generally, as asserted, assists com- 
paratively few persons, and those often ^e richest in the commu- 
nity, for such are most likely to have the management of banks ; 
imd thus enables them to make great monopolies at the expense of 
persons of less capital. The immense disparity in the business 
establishments of the present age, as compared ¥rith those of 
former times, is owing greatly to this system ; the few are ensr 
bled to do business on a gigantic scale — the many are unable to 
do business at all \ they are reduced to mere laborers for ^ages. 
Every man who goes to the bank must offer good endorsed 
paper, for no other is received, and borrow on two to four months. 
If one is willing to pay roundly, has good backers, and makes 
himself a profitable cxxstomer to the bank, he soon becomes a large 
borrower, expands his business to a vast extent, gets the bank so 
involved with him'that it ^^ must put l^im through,'' and he is en- 
abled to do a business which, for the good of society, ought to be 
cUvided among several persons. One way in which men make 
themselves ^^ profitable " to the banks, and secure their favor, is 
by leaving a considerable amount comtanily on deposit. For ex* 
ample, a firm, wishing for frequent accommodations at the bank, 
will present, say $10,000 of business paper, which is discounted 
with the understanding, expressed or implied, that one-half of that 
amount shall remain permanently on deposit, as a pledge of 
fature accpmmodation. By this means the bank gets the use 
of that amount of money. It, is a very respectable way of 
getting more than the legal* rate of interest. It has be^ 
come a sort of ^^ genei^l rule," to which men are expected to 
conform themselves, if they wish liberal assistance from the 
banks. These deposits vary with the extent of the depositor's 
necessity, from a few thousand up to thirty or fifty thousand dol- 
lars each. It is by a knowledge of this fact that we are enabled 
to account for the immense amount of deposits in the banks of the 
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great commercial cities. Deposits are not uniformly, as we 
should naturally suppose, funds not wanted for actual use, but, to 
a great extent, " bonuses " to the banks.* 

All these facts and considerations lead us to the conclusion, 
that it is an error to suppose that mixed currency banks are es- 
pecially advantageous to persons needing the loan of capital ; that 
in fact their favors are dearly purchased, and counterbalanced a 
thousandfold by the evils they inflict. 

5th. '' That a mixed currency, by raising the rate of wages, is 
favorable to the laboring classes." 

The prices of all commodities on which labor subsists are 
raised in price by a mixed currency. The wages of the 
laborer are also raised by the same cause, but not to the same 
extent — why ? Because for all commodities there is both an 
actual and a speculative demand. Flour, sugar, cloth, every 
merchantable article may be, and in times of expansion is, bought 
up and held on speculation, and thus its price enhanced ; but la- 
bor is not, and cannot be an object of speculative demand. Con- 
sequently, as there is but one demand for it, and that the actual 
and immediate, while there are two for all commodities, wages 
will not rise so much as the latter. We should reason, then, that, 
from the very nature of the case, there could not be as great a 
rise in labor as in merchandise, since labor loses all the differ- 
ence which a speculative demand causes. . If we mistake not, 
the facts in relation to this matter correspond with this theory. 
To furnish some data, the writer has taken pains to ascertain the 
cost in Boston of ten different articles which laborers are supposed 
to want at three different periods, and the rate of wages for com- 
mon laborers at the same time. The result is shown in the fol- 
lowing table, which we used in an article in the August number 
of the Merchants^ Magazine for 1854, page 181, when showing 
the difference between " real and no/wmaT wages:" — 

Wages $1 25 Wages $1 Wages $1 
per day. per day. per day. 

1836. 1840. 1848. 

1 bbl. flour $950 $5 60 $4 75 

25 lbs. sugar 2 25 2 00 162 

10 sails, molasses 4 20 2 70 180 

i bbl. pork 14 50 8 50 5 00 

14 lbs. coffee ••• • ^••^ 175 140 1 S6 

* Deposits are- of three kinds. Ist. Amounts left in banks by those who have no 
present Mse for them, or opportunity to invest. 2d. Amounts left by those who, hay- 
ing large sums to p&j at a future time, are accumulating money in bank to m^et 
them. These are legitimate deposits. 3d. The amount left by customers of the 
banks as bribes to secure large loans. This last item must constitute an immense 
proportion of the 68 millions^ which the New York City Banks had on " Deposit,' 
on the 25th of May last. They form a part of the great system of credits engen 
dered by our mixed currency system. 
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Wages $1 25 Wagea $1 Wages „ 
per day. per day, per day. 

1836. 1840. 18i:3. 

28 lbs. rice $1 24 $1 00 SO 75 

1 bush, corn meal ••• 96 65 62 

1 bush, rye meal 108 83 78 

80 lbs. butter 6 60 4 80 4 20 

20 lbs. cheese 2 00 160 140 

Total $44 08 $28 98 S22 28 

Such were the wages of a common laborer in Boston, in the 
years mentioned above, and such the cost of the commoditieR 
specified. It appears, then, that in 1836 it required the labor of 
*65i days (omitting in all cases, unimportant fractions) to pay for 
the above commodities ; while in 1840 it required only the labor 
of 29 days ; and in 1843 only 23i days to pay for the same. 
And now, by recurring to the '* Documents of the Secretary of 
the State of Massachusetts, for 1852," we find a table appended 
to the returns of the banks, from which it appears that in 1836 
the currency of Massachusetts was expanded at the rate of $7 48 
to $1 of specie ; in 1840, the expansion had been reduced to 
$3 04 to $1, in 1843 to $1 26 to $1, nearly a value currency. 
We put the result in the following form : — 

Year. Currency. Merchandise. Wa^es. Day*» labor. Gain. 

1886 $7 48 to 1 $44 90 $125 85^ 

1840 8 04 to 1 28 98 100 29 22 perct. 

1848 126tol 22 28 100 23J 29 " 

Largest gain 51 

From all this it appears plainly that the laborer obtained more 
real wages, that is, more value for his services, by 51 per cent, in 
1843, though he had but a dollar a day, than he did in 1836, 
when he had ^1 25 per day. When the currency was most di- 
luted with credit money he obtained higher nominal, but less real, 
wages. When the currency was least diluted, though he obtained 
20 per cent, less nominal wages, he realized 51 per cent.rmore real 
wages. As deduced from these facts, the law would seem to be 
that, as you increase the proportion of credit money, you de- 
crease the real wages of labor ; or, that real wages are inversely 
as the proportion of credit money in the currency. 

Now, w6 readily admit that the wages of labor were not whol- 
ly determined by the condition of the local currency of Massa- 
chusetts, but mainly by the general condition of the currency of 
the United States. Of the latter we have not so exact statistics, at 
those periods, but we know that it essentially corresponded to that 
of Massachusetts. We admit, too, that what we have stated does 
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not determine exactly the real wages of the laborer ; that those 
wages cannot be ascertamed with precision. All we expect is an 
approximation. What we would ascertidn is the law which 
operates on wages as affected by a mixed currency. This we re- 
gard as sufiScently established, especially as all obserration con- 
firms our position. At the present moment,* the currency is great- 
ly expanded and nominal wages are high. But commodities are 
much higher; Universal compliunt is heard of ^^ hard times," 
and with good reason from the laboring classes, though they have 
the highest of wages and plenty of employment Although we 
present but a single table, facts of this kind might be adduced to 
any extent. The law is unquestionable. It would be interesting 
to verify it by a variety of pertinent statistics. All the clamor 
that has been raised in behalf of a mixed currency, on the ground 
that it benefits the laborers of the country by raising their wages, 
arises from a misapprehension of the efiects of such a currency 
upon their real wages. 

If it should be objected, that this view of the effects of a 
mixed currency does not concidewith what we have previously 
laid down in regard to the effects of such a currency in so 
raising th^ price of labor as to destroy the influence of protective 
duties ; that, if the real wages of labor are not enhanced by such 
a currency, it cannot be so prejudicial to the manufacturer as we 
have insisted — we reply, that this does not bear on that point 
at all. To the manufacturer, the nominal wages are the real 
wages ; he pays his workmen in money, not merchandise ; he sells 
his cloth for money ; the sale of his article is not affected by what ' 
his workmen pay for flour, but by what he pays them as wages ; 
the price of his goods is established by the price of the foreign 
article, made under a value currency ; the cost of his goods is 
made up of items« enhanced in price by a mixed currency. 

6th. Lastly, ^^ That there is not enough gold and silver in 
the world to furniah a sufficient currency. " 

The time has been when this was often and loudly asserted. 
The discovery of the mines of California and Australia, which bid 
fair to flood the world with their rich products, has done much to 
silence this argument. It never had any foundation in truth; 
it never was sustained by any facts or reasonable theory ; but it 
was, nevertheless, once the most popular and potent of all the 
arguments in favor of paper money. We shall not attempt to 
disprove the position — it seems unnecessary. If we have not 
already shown the fallacy of such an assumption by the ex- 
planation we have given of the nature and functions of money, 
it would be impossible for us to do so now. 

♦ July, 1867. 
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The whole amount of gold and silver in Europe and America 
in 1831 — 

Was estimated to have amounted to $4,500,000,000 

There has since been added » • • # 1 ,500,000,000 

Total * S6,000,000,000 

Of this amount there is used — 

As currency, about • 2,400,000,000 

Leaving, » $3,600,000,000 

— to be used as plate, jewelry, &c. 

From this it would appear that only two-fifths of all the 
precious metals, now in the countries mentioned, are used (or 
needed, for if needed^ they could certainly be used^ for cur- 
rency. All estimates of this kind are, doubtless, only approx* 
imations, but the best statisticians, in this country and in Europe, 
agree in the general results we have stated. 

We present these considerations and statistics, not because 
they are necessary to our argument, but to meet the popular, 
but perfectly fallacious idea, that there is not enough gold and 
silver in the world to furnish a sufficient currency for the want of 
commerce. 



Having now brought our consideration of the subject of mixed 
currency to a conclusion, we offer the following resumd of the 
points we have endeavored to establish. 

That such a currency is, from its nature, fluctuating both in 
quantity and quality. 

That it affords neither a correct standard of value, nor a 
reliable medium of exchange. 

That it deranges -the industry of the country, producing 
periodical and violent revulsions of trade, and numerous and 
extensive failures. 

That, unlike a value money currency, it is not self-regulating. 

That it disturbs the natural price of money, and enhances the 
average rate of interest. 

That it counteracts the influence of protective duties, and 
retards the natural growth of manufactures. 

That the great prosperity which the people of the United 
States have enjoyed is not the consequence but in spite of a 
mixed currency. 

That it does not increase the capital of a country, or make 
money more plenty. 

That it is unfavorable to persons needing the loan of capital. 
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That it does not increase the real wages of labor. 

That such a currency has a coiistanc tendeacj to send specie 
out of the country. 

That it is not a cheaper currency. 

That the generally received opinion, that there is not enough 
gold and silver in the world to furnish sufficient currency, 
is a popular fallacy. 

If the question be now asked, what remedy we propose for the 
evils alleged, and what we would substitute for the mixed 
currency of this country, we reply, that it forms no part of 
our plan or purpose to propose reforms. Our object has been 
merely to present the nature and functions of money, and 
the difference between value money and a mixed currency. 
This we have done, however imperfectly. Besides, we think 
the very principles which we have laid down, indicate the 
remedy. The mixed currency should be superseded by a cur- 
rency consisting wholly of value money. But this should be a 
gradual reform. The modus operandi has often been suggested. 

Let all bills under the sum of five dollars be first prohibited by 
all the States in the Union, or by the Federal Government, 
if it have the power. When this has been done, and a sufficient 
time has been given to have the void filled with specie, as it 
would be in a short time, then let all notes under ten dollars 
be prohibited ; then all under twenty-five dollais ; and at last, 
all bills not absolutely based upon an equal amount of specie 
in the banks. In this manner the country might very soon, 
Trtthout any violent revulsions, be brought oack to a sound cur- 
rency, and enjoy all the advantages which a healthy unfluctuating 
paper and specie circulation can afford. How 1,398 banking in- 
stitutions could exist, and pay 8 to 12 per cent, dividends, if this 
plan were adopted, we shall not attempt to show ; but this is 
certain, that so many as the public good required would be 
continued, while the rest would wind up their affairs ai;id put 
their capital back into individual hands, where it would be more 
economically managed, and much more useful to the business of 
the country, than it is at present. 

But no change is to be anticipated, until the people generally 
understand the real character of the currency they use. 



HISTORY OF THE WICKABOAG BANK. 



I. — HOW IT WAS GOT UP. 

As the name of this bank may not be found by the most dili- 
gent search in any of the " Bank Returns " of Massachusetts, it 
may be well to state that it is supposed to be situated on the mar- 
gin of a beautiful miniature lake bearing the Indian name of 
Wickaboag,* and lying in " one of the Brookfields." Should any 
stranger, desirous of a " discount," attempt to discover its par- 
ticular locality, we think he will find it, if at all, on the fine pro- 
montory on the southern shore. Should he fail in his search for 
the Bank, he will in part be compensated for his trouble by the 
charming view of the pond, the village of West Brookfield, and 
the grand outline of " Coy's Hill." Should he remain but for a 
few minutes on the spot, his ears will probably be saluted by the 
snorting of the iron horse as he rushes over the Western Rail- 
road, in close proximity. 

It has come to be a proverb, that banks never originate with 
those who have money to lend, but with those who wish to bor- 
row. Persons who have much occasion to hire money, very 
naturally wish for the greatest facilities for doing so. They see 
that bank directors, of all others, are the most favorably situated 
for obtaining the use of capital ; and, of course, they desire to 
become bank directors themselves. As they may have no rea- 
sonable prospect of doing this in any bank already established, 
they endeavor to create a new one. The first thing to be done 
is to get the capital subscribed. This is the chief obstacle. Who 
has the means or the courage to subscribe for the stock ? We 
will suppose the case of a country bank, with an intended capital 
of $100,000, and that there are ten or twelve persons who league 
together to raise the necessary amount. They will first subscribe 
themselves for a large sum each. What ! men who are greatly 
in need of money, subscribe to put money into a bank ? Yes,, 
on the principle that we sometimes put a little water into a 
pump, that we may get it ^^ started," and then take a great deal 

• Pronounced in the hurried manner of the Yankees, " Wickabojj," with the ac* 
e6nt on the first syllable. ** Parson Wilbur/' however, tJiinksthat without doubt tho 
aborigines placed the accent upon the last, giving it a long and guttural sound. 
We are happy to concur with such respectable authority ; though we confess that, 
with our fellow-fitizens generally, we practically adopt the more rapid enunciation, 
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more out. Mr. A, who is not worth more $5000 an3 has all 
that invested in his business, subscribes for $5000 of the Bank 
Stock. He must " take hold " with the rest and help the thing 
along. Mr. B and others do the same, though they are sit- 
uated much like Mr. A. Having thus given the thing a hand- 
some start, in the way of subscriptions, they go to their friends 
and neighbors to induce them to take stock. But very few. of 
them really have money they wish to invest. Mr. C, to be sure, 
has $2000 at interest, but it is loaned to his neighbor D, who 
uses it in trade. But Mr. C is solicited very strongly to sub- 
scribe. He is told what a fine thing it will be to have a bank in 
the town ; how it will furnish capital for the merchants, manufao- 
turers and farmers ; how it will '^ build up the village," make 
real estate advance in value, and add to the importance and respeo- 
tability of the place ; besides which he will get eight 'per cent, divir 
dends. Mr. C knows that his friend D, who has all his surplus funds, 
really needs them, and is perfectly " good " ; but he is pleased 
with the idea of being a stockholder in the new bank, and sub- 
scribes $2000. Of course, when he pays it in, he must call on 
D for the amount ; but he excuses himself by the consideration 
that he can give Mr. D, the encouragement that he can ^^ get 
discounts at the new bank." In this manner different persons 
are solicited to subscribe : widows, maiden ladies, trustees, guar- 
dians, and, in short, everybody who has any funds, or may be in- 
duced to borrow them for the purpose ; and at length afler 
^^ doubling subscriptions," and making all sorts of arrangements, 
the $100,000 is subscribed. The next thing is to get 

A CHARTER. 

A committee of the subscribers is appointed to go belfore the 
Bank Committee of the General Court, for that purpose. They 
represent the great necessity for a bank in the town ; that there 
is a large amount of business there, that capital is very scarce (?), 
that those who wish to borrow money must go a great distance to 
get it, and thus be put to much inconvenience. The Bank Com- 
mittee is generally a body of men, who feel a becoming degree of 
sympathy for money borrowers, are very ready to accommodate the 
public, and take up with a moderate amount of evidence that a 
new bank is wanted. We recollect being present when the char- 
ter of the Cochituate Bank was asked for. It was to be located 
near the Western Depot, and the argument to the committee was, 
that the convenience of the traders in the neighborhood required 
a bank, that they might be relieved from the great and unneces- 
sary labor of going to State street ! The petitioners were peculiar 
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ly urgent and pathetic, and a practising physician came forward 
to give his opinion in regard to the exigency. He " perambu- 
lated the streets in the neighborhood " ; he *' knew that a bank 
was greatly needed there ; that his friends were put to great incon- 
venience for the want of such an institution near them." His opin- 
ion, of course, had great weight : who should know better than the 
Doctor ? So the Cochituate was chartered, and commenced its 
brilliant, and beneficent career. So in the case of the petitioners 
in question. They made out a " good case," . and the Wickaboag 
Bank received the needful parchment. The stockholders were 
now called together, according to law, to elect the oflBcers of the 
new bank. Of course, the gentlemen who have performed all the 
labor of getting the stock subscribed, and have taken the precau- 
tion to get " proxies " of all the " widows and orphans " who 
could not well attend in person, are elected Directors ^^ for the 
ensumg year." These Directors now meet together, and choose 
one of their own number President ; and appoint a person ad 
Cashier, who, according to law, " must not be a director." This 
done, the Wickaboag Bank is a corporation with power to trans- 
act banking affairs. A suitable room is temporarily provided, 
with a fire-proof safe, in which to keep the valuables ; and the 
stockholders are notified to pay in their first instalment. This 
must be at least 50 per cent, in order that the bank may legally 
commence operations. Now comes the tug of war. But all 
sorts of shifts are made. Those who have money, readily pay it 
in. Those who have not, borrow it for the nonce. For example Mr. 
E, one of the " Directors," has no money at all — and every- 
body knows it ; but he is a " smart man," and '• knows how to do 
some things as well as others." His subscription is $3000, of 
which he must pay $1,500. By the aid of friends he gets a note 
on four months discounted at one of the neighboring banks and 
makes out to pay his instalment. Many follow his example, bor- 
rowing on short time, with the expectation and assurance that the 
new bank will give all needful accommodation. After a few days' 
delay, the whole amount is paid ; and paid in the bills of other 
banks. But the law says, '^ No bank shall go into operation un- 
til one-half, at least, of the capital stock shall have been paid in 
gold and silver money, and shall be in its vaults, and until the 
said money shall have been examined by three commissioners ap- 
pointed by the Governor." How do the officers get along with 
that provision ? Why, having now $50,000 of ".funds " paid in, 
they can take the same to Boston, leave them with some bank, get 
the loan of $50,000 of specie for twenty-four hours or so, and take 
it to the new bank. Then the commissioners, as in duty bound, 
can see that the $50,000 has been paid " in specie," and can 
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then grant leave to commence operations. They do so ; they 
" examine and count the money actually in the vaults ; " the of- 
ficers of the bank, '^ a majority of the Directors," at least, make 
solemn oath, according to law, ^' that such money has been 
paid in by the stockholders toward payment of their respec- 
tive shares, and not for any other purpose^ and that it is intended 
that the same shall remain therein as a part of said capital! " 
The commissioners " return a certificate of their doings to the 
Governor ;" the Wickaboag Bank oflScers return the borrowed ^pe« 
cie to the bank from which it was loaned ; the law has been fully 
complied with, and the public have been mviie secure ! * The 
Wickaboag Bank has now as good a right to issue its^ notes as 
money, as any other in the State. The Directors meet, if they 
have not before done so, and authorize their cashier, or one of 
their number, to procure engraved bills of such denominations as 
they think proper. These being obtained, they are filled out, 
that is, numbered, dated and signed by the President and Cashier. 
The bank is now ready to discount. 

II. — HOW THE BANK OPERATED. 

We have said the bank was now ready to discount ; but what 
does that mean ? It means simply that if A takes a note to the 
bank, and -t^rishes the money for it, the bank grants his request 
(if it pleases) and discounts therefrom the interest. As, for ex- 
ample, the note is for $1000, and has four months to run before it 
becomes due : 

The bank then gives him, $1000 00 

Less interest 4 months and 3 days of grace, 20 50 

$979. 50 

The bank, instead of taking the interest at the maturity of the 
note, takes it in advance. This is according to all bank rules, 
and is called discounting — tlie general term for all bank loans. 
All who wish money, now make application to the cashier, and 
ofier their notes. The directors assemble on a certain day of 
each week to determine who shall have the funds on hand. In 
the present case, it is prett/ clear that those who have been at 
all " the trouble to get up the bank," and paid in their money, 
ought to have the first claim. The law, however, interferes at 
the point, and says that " no loan shall be made to any stock- 
holder, until the full amount of his shares has been paid into the 
bank ; " as none of the stockholders who wish to borrow money have 
done this, here is a dilemma. It is, however, as easily got over, 
as the clause requiring half the amount to be paid in specie. 

* This is no imaginary case. It is a thing of frequent occurrence. 
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The directors can loan to those who are not stockholders, with 
the understanding that they are to " accommodate "their. friends 
who are. The whole thing is easily accomplished. And now 
having loaned out the whole of their paid capital, they call for the 
balance of the stock. This is more easily obtained than the first in- 
stalment ; because, having now the power to manufacture money ^ 
it is not diflScult to arrange matters so that the payments may be 
made without much effort. Jhe whole capital being paid in, there 
13 no longer any restriction upon stockholders ; and they can go 
on very satisfactorily. Having gone into full operation, the bank 
keeps generally some three to five thousand dollars of specie in 
its vaults ; arranges with the " Suffolk " to redeem its notes in 
Boston ; and is, in all respects, a respectable institution, in good 
credit. But the directors having beforehand given great encour- 
agement of large dividends, and many persons having taken their 
stock with that expectation, the bank must be so managed as to 
secure that object. How can this be done ? The law in Massa- 
chusetts allows but 6 per cent, interest, yet lays a tax of 1 
per cent, annually upon the capital of the bank ; and besides, the 
salary of the cashier and other expenses of the bank mugt be paid. 
How, then, can a semiannual dividend of 4 per cent, be actually 
made ? That is the problem. In the first place, the bank is allowed, 
of course, to loan all its capital. In the second place, it is allowed 
to issue as many bills as it pleases, except that they must not 
exceed its capital, in amount, more than 25 per cent. That is, 
the capital being $100,000, the bank may issue $125,000 ; and 
it may keep in its vaults just as little specie as it pleases, or none 
at all, for there is no law which requires any specie, except to 
start withj or establishes any proportion between the bills and' 
the specie of the bank at any time.* Thus the bank which can 
keep the least specie in proportion to its circulation, has the best 
chance, so far, to make large dividends. The directors of the 
Wickaboag bank then do their best to issue and keep out a large 
circulation. They take the bills of the bank and send them off 
to a distance when opportunity offers ; and, by being constantly 
on the lookout, are able to keep out a large circulation with but 
little specie — the highest achievement of modern banking. Our 
bank does not indeed succeed quite so well in this respect as a 
certain bank in Bristol County, Massachusetts, which by the re- 
turns for 1856 had 64 dollars in bills out, for 1 dollar of specie ; 
nor so well as that bank in Essex County which had 49 to 1 — 
but it did very well indeed. It kept out over $100,000 in bills 
against an average of $5000 of specie ; that is, it kept about five 

* The belief is nearly universal, that banks are required by law to keep a certaia 
amount of specie in proportion to their circulation ; this is an entire mistake. 
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per cent, of ^cie generally. The gain to the bank by its circo.- 
bttion, would then be as follows : 

Whole avera^ circolatioii, • $105,000 

Specie on buid,. 5,000 

Amoant of credit money, that is, excess of bills over tbe specie, 100,000 
Interest on this, at 6 per cent, • 6,000 

This last amount was clear profit to the bank ; because it ^at 
nothing but the making of the paper money — a mere trifle. 

But even with the advantages of such a circulation, if the bank 
had charged only 6 per cent, interest on its loans, it would not 
make dividends equal to those of its cotemporimes. Something 
inore was required, viz., that the banks should charge 

EXCHANGE. 

This to many persons is a word of hidden meaning. Indeed, 
it is used in a variety of ways; so that it is not at all strange that 
the common people do not fully understand it. We will explain 
the matter. A has a note against G, in the city of Boston, for 
$1000, due in just 60 days^ncluding the days of grace. He 
offers it for discount at the Wickaboag bank : 

Note, $1,000 

Interest for 60 days, off,. $10 00 

^ per cent exchange, off, 5 00 16 

1^985 

Exchange is charged by the bank upon this principle — that as 
the note is payable in Boston, it will cost something to transport 
back to the bank the money, which will be paid into some bank 
there, to the credit of the Wickaboag. This, we say, is the gen- 
eral principle on which exchange is charged in this, as in all sim- 
ilar cases. True, the Wickaboag bank would rather have its funds 
in Boston than any where else, as its notes are redeemed there ; 
but it will be legal to charge exchange ; therefore, as the bank 
must get more than 6 per cent, interest, it takes this way to se- 
cure that object. And it will be perceived that by getting J per 
ceht. exchange, the bank has, in the case supposed, in fact, ob- 
tained 9 per cent, interest ; for f 15, for two months, is at the 
rate of 9 per cent, per annum. Now, if the bank can charge ex- 
change on a great part of all the notes it discounts, it will be able 
to get a large addition to its income. But in a country town, it of- 
ten happens (and in cities too) that those who want money have 
no notes to offer which are payable at a distance. Their notes 
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ate payable in the town in which the bank is located. What can 
be done in such a case ? Ah ! this di£Scolty is easily surmounted. 
Suppose B has a note against C, who lives in the same town, and 
carries it to the Wickaboag bank to be discounted — ^if he will get 
the note altered, and made payable in Boston, New York, or else- 
where, then, if he will endorse it himself, with the words " de- 
mand and notice waived " — the Wickaboag can discount the note, 
charge exchange, and keep it in its vaults until it is due ; and 
ttien B, the promissor, can go there and take it up. By this arrange- 
ment, easily made, the bank can lawfully charge exchange ; and^ 
by having the words ** demand and notice waived," it is not ne- 
cessary to send it up to the place where it is due, in order to hold 
the parties to the note. By this means, the Wickaboag can al"" 
ways get exchange when it pleases. If men want money they 
must expect to pay for' it, and the bank can come into the mar- 
ket on as favorable terms as an individual. If Mr. F, for exam* 
pie, oflFers a note for $2000, payable in New York in 30 days, 
and wants the money very much, and if the bank is " very shdrt," 
it may reasonably charge him three-fourths per cent, exchange. 

Interest on $2000, 80 days, $10 00 

Exchange, J per cent, 15 00 

$25 00 

This will give the bank 15 per cent, interest, while F is glad 
to get the money at that rate. Both parties are satisfied. And 
perhaps, farther, when the note has been paid in New York, Mr, 
F may wish to pay another note of his for $2000 given in that 
city ; and if so, he will be glad to take a bank check for that 
amoiint, and give the bank half per cent, premium for it. The 
bank, then, by-the whole operation, will get : 

First discount and exchange, as above, $25 00 

Premium charged for che^ J per cent, .»......, lo 00 

$S5 00 

Thus 'the bank will, in fact, realize, in a legal and honorable 
manner, interest at the rate of 21 per cent for its money, in the 
whole transaction.* This operation illustrates the general princi- 
ple. The bank may charge such rates of exchange when it dia- 
oounts a note, or when it sells its own checks, as it can get ; that 
is, according to law '^ may charge the then existing rate of ex- 
change," — a condition not verydefinite, and which means, gener- 
ally, whatever the borrower is willing to pay. Banks, m truth, 

*We do not say that the whole amount charged as exchange by the banks is al- 
ways clear gain. It is often so, but in some oases, at least, it has to lose a part of 
the exchange charged, in getting its funds home. 
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are constituted the great dealers in exchange, and, by this power, 
are enabled to determine the market rate of interest. The legal 
restriction of 6 per cent., so far as the banks are concerned, is 
worse than useless. It gives rise to great injustice, because 
msgij of the directors and favorites of the bank, may at' all times, 
get discounts at the legal rate ; while all others will be obliged 
to pay enough more, by way of exchange, to make up the large 
dividends demanded by the stockholders. If our banks, like the 
Sank of England, were allowed to establish a rate' of interest on 
all notes or " bills not having over three months to run," the 
interests, both of banks and business men, would be greatly pro- 
moted. The term of credits would be shortened, the rate of in- 
terest would regulate itself by fair competition, there would be 
no occasion for resort to subterfuges, or legal fictions, and the 
morality and self-respect of all parties would be better preserved 
than at present. * 

But there is yet another way in which the Wickaboag bank 
gains its income. It may loan its deposits. 

ni. — HOW THB BANK INCREASED ITS INDEBTEDNESS. 

What are deposits ? These, it is believed, are often considered 
quite as mysterious as " exchange." They originate in three 
ways :* — First, persons having funds, for which they have no pres- 
ent use, deposit them in the bank for safe keeping, and wait an 
opportunity for investment. Second, persons having large 
amounts to pay at a given time ahead, accumulate beforehand 
funds to meet their obligations, and let them remain in the bank 
until their notes arrive at maturity. Both of these kinds are le- 
gitimate deposits. Thirdly and principally, the banks may require 
that each customer to whom they make frequent discounts, shall 
keep a deposit in the bank at all times proportionate to the loan, or 
line of discount he wishes to keep up. For example, if A wishes to 
have, on an average, discounts to the amount of $20,000, the 
bank may make it a condition of receiving such accommodation, 
that he shall keep at least $5000 on deposit. Accordingly, when 
he gets his discount, he leaves that amount as a balance, perma- 
nently in the bank. The amount so left on deposit, the bank lends 
to other customers. In that way, it gets the interest on the 
$20,000 loaned A, and the interest on the $5000 of the same 
funds loaned to B ; or, in other words, gets a third more than 
the legal interest by the operation. We do not say that there is 
any invariable proportion established between the line of discount 

*We here repeat in substance what has been already stated in the first part of 
this pamphlet. 
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and the permanent deposits ; but that there is in most banks an 
understanding that a man, to obtain discount, must be '' a good 
customer hy keeping a good bank account J^ This is a great source 
of income to the banks that practise it — as we understand most 
of those in the large cities do, especially in New York. Indeed, 
how else can we account for the fact that the deposits in the New 
York City Banks have, during all the great pressure fpr money of 
the last three months, exceeded sixty millions ? Does any one sup- 
pose that these were bona fide deposits, made by those who did 
not know what else to do with their funds ? No one, we take it, 
will believe any such thing. These are not all legitimate depos- 
its, — they are in part bribes to the banks. Deposits, in all banks, 
form one of the most important items of the bank account. They 
should be well understood. The banks, as a general thing, loan 
largely on their deposits. Let us analyze them, and see how 
they originate. To most people they appear like so much wealth 
or money possessed by the banks. Are they so ? Suppose that 
A gets a loan or discount from the Wickaboag bank of $10,000. 
He takes their bills for this amount, and pays them to B, who, 
not having any immediate use for the money, deposits or puts the 
same back into the bank. The bank has now just as much money 
as it had before the loan to B ; and loans it to C, who, in turn, 
pays it to D, who, being situated like B, deposits the same in the 
bank. Again the bank has just as much to spare as at first ; and 
again loans it in the same way ; and again it is deposited. 

The bank then has loaned $30,000 to one set of individuals, 
and has run into debt $30,000 to another. It has piled up a 
debt of $30,000, for the payment of which it may be called upon at 
any time. Now, although it is not likely that any one bank should 
make just these operations, the banks as a whole do precisely this 
thing. They loan out and receive on deposit in this way, and the 
result is that the banks x)f Massachusetts, at the returns of 1856, 
showed some 24 millions for deposits. This, instead of being a 
resource, as some, and perhaps most persons suppose, is nothing 
but bank indebtedness, and indebtedness of the worst kind. When 
the banks of Massachusetts, by the returns quoted, showed a 
debt of 24 millions for deposits, all the specie in their vaults 
amounted to only four and a half millions, and they owed, beside, 
26 millions for their circulation. We see, by this view of 
the matter, the great importance of this item in the Bank Re- 
turns. If we understand clearly that deposits, instead of being 
money in the bank, mean merely bank debt ; that instead 
of bemg resources on hand, they are evidences of money loaned 
many times over, — we shall perceive that these deposits 
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form the most dangerous item to the bank, of the ?rhole account ; 
because, while the redemption of the circulation, can only be 
called for as the bills come in from all parts of the country, the 
deposits, which are for the most part made by persons immediate- 
ly around the banks, may be called for suddenly. When, too, we 
remember that the suspension of the New York Banks, which de- 
termined the course of all the other banks of the Union, was oc- 
casioned by calls from the depositorSy instead of bill holders, we can 
appreciate the nature and importance o( this great item in b»ik 
accounts. To return to the Wickaboag Bank. In deposits it 
gained but little. Country banks have far less deposits than the 
city banks. In rural districts people do not generally have large 
amounts of funds which they cannot use ; nor do country banks, 
as a general thing, require so large a sum left on deposit to se- 
cure loans (if they do at all), as the city banks. So that, while 
the deposits of the Boston Banks are generally equal to one half 
of their whole capital, those of the banks out of Boston are only 
equal to about one third, while many of the strictly country banla 
have only about a fifth or sixth. The Wickaboag had therefore 
to rely very much on its circulation, and as its directors were 
" working men," they maintained a very " respectable" one. 
By excellent management they were able to declare 4 to 5 per 
cent, dividends semiannually, and thus, those who originally sub- 
scribed for the stock were enabled gradually to sell out to such 
persons as really had money to invest ; and at last the bank had 
an actual capital of $100,000, though, in fact, it had scarce a 
fiflh part of that amount, when it commenced. For a more full 
understanding of the operations of this bank, we present its re- 
turns for 1856 ; and although the name of our bs^k may not ap- 
pear in the Massachusetts ^' Returns" for that year, there is a 
remarkable correspondence with figures^ which may be found in 
that document * 

RETUBJ7S OP THE WICKABOAG BAKE, OCTOBER, 1856. 

DUE FROM THE BANK. 

Capital Stock $100,000 00 

Bills in circulation 118,921 00 

Net profits * .8,921 65 

Balances due to other banks ■■' 

Cash deposited, including all sums whatsoever due from ) 

the bank, not bearing interest, its bills in circulation, > 26,413 65 

profits and balances due to other banks excepted } 
Cash deposited bearing interest • ■ ■ 

Total amount due from the Bank $249,256 28 
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iRSfiOURCES OF THE BAXK, 

Gold, silver, and other coined metals in its banking house $5,902 OS 

Beal estate •..,... 8 ,000 OO 

Bills of banks in this and other New England States 2,177 00 

Balances due from other banks * • '43,465 06 

Amount of all debts, including Notes, Bills of Exchange, ") 

and all Stocks and Funded Debts of every descnp- > •/ • • • 194,712 14 
1d(m, excepting the balances due from other banks ) 

Total amount of the Resources of the Bank » $249,256 28 

It will be seen by the foregoing, that, as compared with flie 
country banks of the State generally, the Wickaboag Bank 
stands very well. The items of its returns we will now look at 
in detail. 

1st, " Capital Stock." Webave already shown bow this was 
paid in. We will therefore only add that this capital is generally di- 
vided into shares of $100 each; and a certificate issued, signed by 
the President and Cashier, that A B is the owner of one, five, 
or fifty shares, as the case may be, of the capital stock of the 
Wickaboag Bank, of the par value of $100. These certifi- 
cates of bank stock, as they are termed, are bought and sold like 
any other property, but they cannot be fully transferred except 
by entry on the books of the bank. 

2d, "Bills in Circulation." These we have a;lready 
described as the notes issued by the bank to circulate as 
money. 

8d, "Net Profits on Hand." Whfen the dividends are 
made, that is, when the earnings of the bank are divided, every 
^ix months, it is customary to reserve a part of the amount, and 
lay it by as a security against a diminution of the capital from 
future losses. This is, in fact, so much added, temporarily, to 
tiie capital of the bank ; but it is kept as a separate item. It 
increases the ability of the bank to msJ^e loans. 

4th, " Balances dub to other Banks." T^ese would 
happen on this wise : the Wickaboag Bank might have collected 
a note belonging to the Citizen's Bank, Worcester, and have 
passed the same to its credit. This would be a balance due to 
tiie latter bank. So of all sums, from whatever source, due to 
other banks. 

6th, " Cash Deposited, including all sums whatsoever due 
from the banks, not bearing interest, its bills in circulation, pro 
fits, and balances due to other banks excepted." This is the 
term used for " deposits^* and we have already spoken of them 
v^ry fully. 

6th, " Cash Deposited bearing Interest." These differ 
firom other deposits in this particular : that they bear interest. 



64 

Tth, " Total amount dub from the Bank." This includes, 
as will be seen, all the indebtedness of the bank, viz., its capital 
stocky which it is bound to pay back to its stockholders in the 
event of its winding up its affairs. 

" Its Circulation." Its bilb which have been put out and must 
be redeemed on demand. 

" Its Net Profits," which miist be divided, in the final closing 
up, to its stockholders, pro rata. 

" Its Deposits," which must be paid in full, and which, as 
well as its circulation, must be redeemed before anything can be 
refunded to the stockholders. All these together form the Total 
Liabilities of the Bank ; the circulation and deposits, the im- 
mediate liabilities. 

On the other side we have the assets, or the 

RESOURCES OF THE BANK. 

Ist, " Gold and Silver and other coined metah in its 
banking house.^^ 

This item needs no explanationy though it sometimes happens 
that an enlargement of it would not be undesirable. 

2d, " Real Estate." This generally consists of its Banking 
house ; a part of which is sometimes rented for the profit of the 
bank. 

3d, "Bills op Banks in this and other New England 
States." These are such current bills as the bank is receiving, 
from day to day, from those who are paying notes. 

4th, "Balances due from other Banks." This corre- 
sponds with the item " due to other banks" on the other side of 
the account. It arises from the fact that other banks have, by 
collections or otherwise, become debtors to the Wickaboag to the 
amount specified ; — and includes all deposits with the Suffolk. 

6th, " Amount of all Debts due, including Notes, Bills of 
Exchange, and all Stocks and Funded Debts of every descrip- 
tion, excepting the balances due from other banks." This item 
is that which in the weekly returns is called " loans." It is 
the sum total of all that is due from borrowers at the bank. It 
is made up of notes, acceptances, &c., all of which are usually 
payable on time ; the most of which in a well-managed bank, 
average due in about sixty days. 

6th, " Total Amount of Resources of the Bank." — 
This is found by adding up all the items named on this side, 
which, it will be seen, just balance the other. It will be observed 
that of all the resources of the bank, only the specie is immedi- 
ately available. Therefore the true condition of the Wickaboag 
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bank, in reference to any emergency which would test its solidity, 
was as follows : 

Circulation Sll8,921 00 

Deposits 26,413 68 

Total immediate liabilities $145,834 68 

Specie 6,902 03 

Total excess of immediate liabilities over immediate assets* • $139,432 65 

That is, it owed $24.60 on demand to every dollar it had on 
hand to pay with, and it stood much better than some of its co- 
temporaries, too, in that regard. It may be said that it had 
$43,465 due from other banks, and this is true ; but it must first 
collect that amount before it would discharge its own liabilities ; 
so that if its debtor banks should fail or suspend, it would be 
found that this demand was not immediately available. 

IV. — THE SUFFOLK BANK SYSTEM. — WHAT IT IS. 

We have had occasion, in describing the commencement of opera- 
tions by the Wickaboag bank, to notice the fact, that it made 
" arrangements with the SufiFolk for the redemption of its bills." 
The nature and necessity of this arrangement may not be gener- 
ally understood. Up to about 1825, (we have not the exact date 
at hand,) bills of the country banks were always at a small dis- 
count in Boston. They were bought and sold. This was a great 
inconvenience to all parties. The city merchant must receive 
them from his country customers in pay for their indebtedness ; 
but to pay his notes in Boston, he must make a discount of half 
to#ne per cent. There was always a diflFerence between " city 
funds and country funds," and the loss and inconvenience to the 
diflferent parties were very considerable. The Boston banks, too, 
suffered by this ; for if they issued any bills, they were paid di- 
rectly back into their own banks ; because no other bills were 
current. If they sent them into the country, they came speedily 
back again ; because every country merchant wanted them to re- 
mit to the city. Under these circumstances, the Suffolk bank in 
Boston, undertook the somewhat Herculean task, of compelling 
all the banks in New England to redeem their notes in Boston. 
It proposed to them that, if tliey would l^ave with it a certain 
amount of fundf, all their notes should be redeemed when pre- 
sented, and thus put on a par with Boston notes. Most of the 
country banks, after some delay and grumbling, came into the 
arrangement ; and at last, by great perseverance, the thing was 
80 completely effected, that qvery bank which did not make this 
arrangement with the Suffolk, was at once discredited and its 
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bills ceased to have general circulation. This is known as the 
" Suffolk System." It is a very important feature in the currcncv 
of New England. It was commenced on a right principle ; and, 
if carried out in its letter and spirit, would in all respects be a 
desirable appendage to it. But we are of the opiniofh that it 
should have been recognized and regulated by law. Returns 
should have been required of the Suffolk, of all moneys it received 
of the several banks, and its accounts with such banks. But no 
such regulations were ever made ; and we can only judge from 
the general returns of the banks, how the whole affair stands. 
The common impression and belief is, that ^' the country banks 
have Bpecie in the Suffolk Bank with which to redeem their bills." 
We have seen it stated in the most respectable Boston papers, 
within a short time, that such was the fact ; and that this teas 
the reason why the country banks kept on hand so little — for by 
late returns it appears that they had only $1,030,631 of specie, 
against $14,023,092 of circulation and $5,935,275 of bank 
debt in the shape of deposits ; in the whole, $19,958,367 of 
" immediate liabilities," or about 20 dollars to 1. Now if there 
is no great reserve of specie in the Suffolk bank to sustain the 
country banks with, it ought to be so understood. By the last 
published annual returns made on the second Saturday of Octo- 
ber, 1856, we find that the Suffolk bank had 

Gold, silver and other coined metals in its banking house,- • •S305,298 69 

Circulation, 652,419 00 

"Deposits," or bank debt, 1,262,115 15 

That is, it had twice as much of its own circulation as all the spe- 
cie in its vaults, and six times as much of immediate liabilit^s. 
Where then, is this reserve of specie, with which to redeem the 
country bank notes, and by which they were made so much 
stronger f If the returns are correct, there is no such specie 
there. It is a fiction. But the Suffolk bank stands responsible, 
for the time being, for all the banks of New England, out of Boston. 
Let u& see what that responsibility is. The whole circulation of 
the New England banks out of Boston in October, 1856, was 
$39,502,386. This, then, is the amount which the Suffolk is to 
redeem at sight, as fast as it makes its appearance in the city of 
Boston. But what is the proportion of its specie to this sum of 
39 millions ? Why, it is less than one cent on ihe^ollar ! And in 
addition to this, it must take care of its own circulation of $652,-. 
419 ; and $1,200,000 of debt for deposits. That the arrange- 
ment by which the Suffolk bank undertakes to make the bills of 
all the New England banks current in Boston is a good one ; 
that it operates as a check on the circulation of banks disposed to 



67 

go to excess ; that it acts as a balance wheel to a complicated, 
and, (as all see at the present moment,) dangerous system 
of currency, there is no doubt. We have no hostility to its oper^ 
ations ; but the fallacy that it has sp^oie on hand, especially be- 
longing to, or set apart for, the country banks, we feel it right to 
expose. The fallacy may not be the fault of the SuflFolk bank ; 
but a popular fallacy it is, nevertheless. That there was really 
no specie in the case, the directors of our Wickaboag Bank found 
out, when they first made their arrangement with the Sufiblt 
All that was required of them was, that they should leave a bat 
ance of a certain amount in that bank, which should remain 
there as a deposit. What the amount of deposit claimed by 
the SuflFolk from each bank as a bonus, (for it is nothing else,) for 
redeeming their bills is, we do not know ; but it is generally un- 
derstood to be $3000 for a bank having a capital of $100,- 
000. There were by last returns 455 New England banks, out of 
Boston. If each of these were to deposit no larger sum than 
$2,500, on an average, the aggregate would be $1,137,500. It 
is said, that the SuflTolk bank loans back the money deposited with 
it, to the bank from which it was received, on condition of receiv- 
ing interest therefor. This is done by allowing the depositing 
bank to overdraw its account, to the amount of its deposit. That 
such is actually the case appears probable, from the fact that in 
the returns of the Suffolk we find the following item : 

Balance due from other banks, $1,389,800 55 

If this be SO, it makes the idea of a deposit a mere farce. For 
example, the Wickaboag bank deposits with the Sufiblk $2,500 
for which it receives no interest. 

It borrowB of the Suffolk by overdrawing,. • • • • $2500 

For which it pays 6 per cent per annum, 150 

So it amounts merely to this, that the Wickaboag bank pays 
the SuflTolk $150 yearly for redeeming its notes, and each bank 
trusts the other $2500. 

The SuflTolk Bank is simply a great Clearing House in which 
all the balances of the New England banks, out of Boston, are 
settled ; and each bank pays a share of the expense and respon* 
sibility which the SuflTolk incurs by doing the business. All this 
is very well ; but let no one be deceived by the idea that the 
country banks havo a large amount of specie or funds deposited 
in the SuflTolk bank, by which they are made stronger than they 
would otherwise be. It is the Suflfolk sjrstem which gives unity 
to the currency of New England and involves it in a common desh 
tiny, for weal or woe. It greatly increases the circulation of banks 
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by making them all equally current every where. It w, in shorty 
a good regulator of a bad sgatetn ; and will probably exist in some 
form as long as that system continues. Now, that the knowing 
ones have always understood this matter, we are perfectly aware. 
We are not writing for the benefit of such. The whole history 
of the Wickaboag bank and its connections, we have not designed 
for those who, from the nature of their business, and the circum- 
stances in which they are placed, become familiar with bank af- 
fairs, but for that other and larger class who have no particular 
means of acquiring a knowledge of the subject, and yet whose in- 
terests are as deeply involved in our currency system. 
But to return to our narrative. 

V. — THE PRESENT CRISIS. — HOW THE WICKABOAG MET IT. 

Immediately after the failure of the Ohio Life and Trust Com- 
pany in New York, the Wickaboag Bank began to be straightened 
m its operations. This was caused by the return of its bills for 
redemption. They were not brought directly to the bank, but 
they were sent into the Suffolk, and, of course, as fast as they 
came in, the Wickaboag must redeem them. How was this to be 
done ? Why it must furnish specie or other funds. If it had 
the bills of other banks, they would answer the purpose. If it 
had balances against other banks, it could deposit drafts on them 
in the Suffolk to make good its account. But with all the means 
at its disposal, it was hard pushed. It was barely able to redeem 
its circulation already out, and of course it would be suicidal to 
issue any more. So fast, then, as any of its bills were returned 
from the Suffolk, or paid in at home, in discharge of notes dis- 
counted, they were at once laid by. As all the means of the 
bank were thus exhausted, it was quite impossible to discount 
any thing for customers. To be sure, they came in great num- 
bers, were very urgent, begged hard that " the bank would do 
something for them ; they had made their deposits at the bank ; 
they had depended on its assistance ; they had no other reli- 
ance." They grew more and more clamorous each succeeding 
discount day, but the Cashier, who had to meet most of these 
importunities, could only reply, " We cannot do anything,'*^ And 
indeed they could not. Tlie bank, at the time the pressure com 
menced, had $108,000 of bills out, and about $5000 in specie, 
and it required the greatest possible activity and effort to keep 
up its credit, without loaning anything except in a few cases to 
directors, whose necessities were peculiarly pressing. In fact, 
so urgent was the demand upon the bank for the redemption of 
its bills, that the President was obliged to take some of the best 
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New York paper which the bank held, to that city, and sell it 
to brokers, at two per cent, per month, in order to raise funds to 
redeem bills at the Suffolk. To make matters worse, one of its 
Directors, who had a large amount of paper discounted at the 
bank, came forward and stated to the Board, that unless he was 
assisted to the amount of ^10,000 he must stop payment. This 
placed the bank in a dilemma ; for if a prominent director should 
fidl, and one who every body must know owed a large amount to 
the bank, the credit of the institution might be impaired, and 
there would be great danger that a run would be made upon it 
for specie. After a most painful consideration of the case, the 
Directors finally resolved, in self-defence, to " put him through." 
But this decision had hardly been made, when one of their bor- 
rowers, a large manufacturing concern, presented a similar state- 
ment of its affairs. What was to be done ? To help all their 
customers was impossible, and who would " throw themselves" 
next upon the Board no one could tell. The bank liad all it 
could stagger under. It had already redeemed half its bills — that 
is, had taken more than $50,000 out of circulation, which made 
it almost impossible for any one in the neighborhood to pay his 
debts ; and now to undertake additional burdens, seemed like 
madness. Suspension of specie payments was not to be thought 
of; yet it«eemed impossible to avoid this, if it granted any more 
accommodations. If it did not do so, all its dependent customers 
would be bankrupts. Fortunately, at the point when all were in 
the greatest distress, and the bank itself in the most imminent 
peril, the 14th of October arrived, and all the banks in Bostou 
suspended ! This was good news for the officers of the Wickabo^g 
Bank. They " breathed more freely" at once, — they felt re^ 
lieved from a painful responsibility. 

Although still greatly harassed and straightened in their cir- 
cumstances, they can now grant more accommodations to their cus- 
tomers than before, by renewing their notes and e^^tending their 
paper. Indeed, this is the only business of much account, 
which it has lately attempted. It has continued to take in its 
circulation, but more gradually than at first. It has granted no 
new loans, and is fortifying itself as much as possible, though by 
so doing it causes distress to its customers. There is one bad 
feature in its affairs; it has on hand already some $30,000 of sus- 
pended paper. This is a large amount for a bank of only $100,- 
000 capital ; and what is still worse, half of this is the paper of 
one large manufacturing establishment. The reason why the 
bank has so much of this unfortunate paper is, that the defaulting 
company always offered for discount, drafts on PhiladelpJda^ and 
were willing to pay a " liberal" exchange. The bank could get a 

6 
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higher rate of interest legally of them than of any body else, conse- 
quently it took their paper, though by doing so, it had to turn off 
a large number of small dealers, on whose paper no such profita- 
ble exchange could be charged.* 

The Wickaboag Bank will doubtless suffer somewhat before the 
present crisis and its effects are fully over. It will not be able 
to make any dividends very soon ; and it will be very remarkable 
if some $10,000, or $15,000 of its capital is not swept off by 
bad debts. So that, on the whole, it will probably appear that 
if the bank had done less business, and that with those customers 
immediately around, who, if they operated on a smaller scale, 
were yet of a safer character, the stock of the bank might now 
be at par, instead of being worth only 90 cents on the dollar. 

We have now completed our short sketch of the rise and pro- 
gress of the Wickaboag Bank. We think that all persons who 
understand the Banking Institutions of New England, will agree 
that there is nothing in its past history, or present position at all 
peculiar ; that it fairly represents the general character of its co- 
temporaries ; that there is nothing remarkable or extraordinary 
about it ; nothing extravagant or romantic. It has done and suf- 
fered what other kindred institutions have ; and effected about 
the same general results. True, it is comparatively a new bank. 
Of course it has not as much power and prestige, perhaps has 
not exercised as much prudence, as its elder brothers. It is, 
nevertheless, we must insist, a very respectable institution. Its 
history is no caricature. 

We cannot dismiss the subject, however, without making a few 
inquiries and reflections, suggested by what we have written, and 
by the present condition of monetary affairs. 

VI. — DID THE WICKABOAG BANK CREATE ANY CAPITAL ? 

We have already seen how, and by what shifts, the capital of 
the bank was paid in ; and how, by being able to declare large 
dividends, the stock at last came into the hands of persons who 
really had money to invest. All the real capital was capital 
previously existing, collected from a great many persons and 
put into the hands of a few ; so that instead of being 
loaned out by its owners, it was discounted by bank directors. 
This was the only difference, so far as actual capital was cou- 
sin extenuation of our bank (of which it may be supposed we feel justly proud) 
it may be said that many of its illustrious cotemporaries did the same sort of thing, 
and have fared equally hard. Some made quite as great sacrifices to sustain 
their credit, and are left with as large a proportion of suspended paper. So that 
in the final settling up, some two or three years hence, we confidently expect that 
the Wickaboag will maintain a respectable standing amongst the Banking Institu- 
tions of the Commonwealth. 
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cerned. If so, was it any better for the community that all thia 
should be gathered into one place and be put into a few hands ? 
Mr. G. took $1000 of the stock. To do this, he had to call on 
two or three of his neighbors — farmers or mechanics — to whom he 
had loaned his money, and compel them to pay him, much against 
their convenience. They had given their notes on demand, with 
the understanding that the interest was to be paid punctually un- 
til the principal was wanted. The amount they owed him was 
a part of their capital^ on which they relied with a good degree 
of certainty. It caused them no trouble, except to pay the in- 
terest once a year. Now, they are compelled to go to the bank 
and solicit a loan, and if successful, of which there was much 
doubt, they must borrow on four months ; must pay interest in ad- 
vance ; must pay "exchange," if the bank sees fit to ask it ; and 
at the expiration of that short time, must be on the alert again 
to get it renewed. And besides, they must now get an endorser^ 
which is no small vexation. And what is worse, if the note 
is not paid on the day it comes due, there will certainly 
be a " protest," expense, and loss of credit. Besides all this, 
with all these inconveniences, they must feel that they hold their 
bank accommodations by a feeble tenure ; that the more pressing 
claims of the directors and their particular friends may deprive 
them at any moment of all discounts ; and that as sure as there is 
any great pressure in the money market, they will be turned off 
under the most embarrassing circumstances. Such is the differ- 
ence between being borrowers at the bank, and Borrowers 
of an individual. Now one half of the capital of the banks in 
the country is made up of just such items as these. Capital is 
everywhere absorbed into banks. The people who once owed their 
neighbors large amounts, now owe the banks. Country capital- 
ists, fifty years ago, loaned out their money to those around them, 
and, with very few exceptions, for 6 per cent., payable at the end 
of each year. Now, sucjh loans are nearly at an end. Then, 
nothing like modem panics was heard of. Now, every man who 
does any business, is in the hands of the banks. Then, the peo- 
ple generally had no connection with them ; now, all are involved 
in their fate. This change has grown out of the great increase of 
banks, and the consequent almost complete absorption of the cir- 
culating capital of the country. 

Though the establishment of the Wickaboag bank was a mat- 
ter of much congratulation, among those who had the manage- 
ment of it, and to most people seemed, at the time, a very tine 
afeir, yet it really caused much loss to those who were compelled 
to go to it for capital, which they had before borrowed of private 
individuals. It operated as a tax on the productive labor 
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of the town and neighborhood, in which it was situated. As a 
part of a general system, it greatly increased the rate of interest, 
and, in the end, caused many failures. It took, in short, 
$100,000 of capital which had been loaned to a large number of 
persons, in sums of $200, $300 and $500 each, and loaned the 
same amount to a smaller number of persons, in sums of $5000 
to $20,000. This was the upshot of the matter. 

VII. — DID THE WICKABOAG BANK MAKE MONEY CHEAPER OR 

MORE PLENTY? 

When the capital stock had all been paid in, so that the bank 
began to issue its bills, it was pretty evident that money 
was more abundant than before. It could not fail to be so ; 
for the bank was authorized by law to create $125,000 pf pa- 
per money, over and above its capital of $100^000, if it pleased 
to do so, and could keep it out; and for this $125,000 loaned, it 
would receive the same rate of interest, as for its real capital. 
The only condition aflBxed to this issue by the Legislature was, 
that the bank should at all times redeem its bills in specie as fast 
as they were presented for that purpose. Of course, the bank, 
with this authority to create money, did so as fast as it could 
loan it to advantage. It was glad to have good notes oflfered for 
discount, especially if the bills were wanted to pay off workmen, 
or for any other use, which would put them in circulation. Every 
man who offered " first-rate paper," that is, notes signed and en- 
dorsed by responsible men, was sure to be treated very politely, 
and furnished with bills of the Wickaboag bank. Such a state of 
things was very pleasant. Everybody felt quite satisfied, and 
very willing to buy or sell on credit. A was as ready to sell B a 
horse, or a house, on six months' credit, with the difference of the 
interest, as to sell for cash ; — because he could take B's note direct- 
ly to the bank, and get the money for it. So it was with every- 
body else. Consequently, the more men gave notes to each other, 
the more plenty money became. People bought luxuries of dress 
or equipage, who would not have done so, but for the great ease 
with which money was obtained. In fact, it was evident to every- 
body that business was more brisk, and real estate more valuable 
than before the Wickaboag Bank began its career. But when 
the bank had got its circulation as high as it could go — that is, 
when it had put out as many of its bills as it could keep out — 
then the demand for money began to be greater than the bank 
could well supply. The consequence of this state of things was in 
no wise detrimental to the interests of the bank. On the other 
hand, it could now demand more than 6 per cent, interest. That is, 
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when customers applied for the discount of notfts payable in Bos- 
ton, or anywhere out of town, on which the bank could charge 
half per cent, exchange, they would take such notes, and decline 
those payable at home. The pressure for .money would in 
the nature of things, (the expansion having fully taken place) b^ 
gradually more and more severe ; till at last the " unprofitable 
customers" — those who did not ofiFer paper on which the bank 
could charge a heavy exchange — received no discount at all. 
Is money more plenty now than before the bank was established ? 
Far from it. NoWy everybody expects in some shape or other to 
pay more than six per cent, for money, and men talk about "buy- 
ing money " as they do of buying cattle, or goods. 

If confidence becomes impaired, or specie is wanted for export, 
to pay for the extra silks, muslins, and champagne, which the extra 
plentifulness of money has caused an extra demand for, and the 
banks are called on for specie, an 1 one million of dollars is taken 
from the banks in Boston, all banks must stop discounts at once,* 
and the Wickaboag amongst the rest. Because they know 
that the banks through the State have, on an average, seven or 
eight dollars of bills in circulation for every dollar of specie in 
their possession ; and they must at once take in their circulation 
in that proportion^ or fail. And now, on the whole, has money 
been made more plenty by the establishment of the Wickaboag 
bank ? Has it been at a less rate of interest ? Has it been 
easier of acquisition, taking the whole period together ? 

If all these inquiries are answered in the negative, as they as- 
suredly must be, we have only one more question to ask — If 
the Wickaboag bank neither created any additional capital, nor 
made money permanently more plenty; if it added nothing to the 
general stability of the currency, nor afforded any more reliable 
facilities for doing business to the mass of the people ; if it issued 
a large circulation equal to 20 or 25 dollars to 1 of specie, 
when its directors knew, if they knew what they were doing, 
that they never could call in, and redeem that circulation, if there 
were any general or sudden call for it, without causing great 
distress and suflFering ; if its general effect was to concentrate 
capital in the hands of the few, to be loaned out on short time, 
with onerous conditions, and at more than the legal rate of in- 
terest ; and if by its operations it actually contributed to the 

♦It is within the recollection of the writer that on one occasion, some years since 
he went into the bank in Boston, of which he was a director, to attend to the u^ual 
business of discounting ; and on Hskin'^ the cashier '* how much could be discount- 
ed to-day, *' the answer was — " Not a dollar ; the New York banks have been 
drawing on the Boston banks for a million of specie, and not a bnnk here can do 
anything." This was when money had been plenty at 6 per cent. But before 
noon of that day, it was worth 8 — a rise of 33 per cent, on the interest in a ft-w 
hears. 
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derangement of trade and industry, bj impairing the standard 
of value and the integrity of contracts, by exciting to undue con- 
fidence and credits at one time, and destroying both at another ; 
if it was the means of embarrassment to all and ruin to many, 
-— What has been the utility of the Wickaboag Bank ? 
We pause for a reply. 



BRITISH CURRENCY. 

The interest now felt in relation to the financial condition of 
Great Britain, induces us, as the first part of this work is pass- 
ing through the press, to append a brief, and necessarily hasty 
sketch of the banking institutions of the United Kingdom of 
Great Britain and Ireland : 

I. In England there were, Oct., 1848 : 

Bank of Endand having in Eng., and Wales 14 Banks. 

184 Private banking firms in Eng. and Wales, having* • '375 " 

66 Joint Stock banking companies in Eng. and Wales, 

having 407 " 

Total 796 « 

II. Scotland : 

18 Joint Stock banking companies, having .• '403 " 

III. Ireland : 

8 Joint Stock banking companies, having- 155 " 

Grand Total 1354 " 

The Capital of the banks was as follows : 

Bank of England £14,553,000 

Private Banks 4,822,488 

Joint Stock Barks about *14,000,000 

Hanks in Ireland 5,500,000 

Banks in Scotland 11,912,180 

Total £50,787,618 

Thus there are in the United Kingdom, 1354 banks, with an 
aggregate capital of about £50,000,000, legally authorized to 
manufacture money. They are, however, limited, as to the ex- 
tent to which they exercise this power. The charter, or law 
under which these banks act, authorizes them to issue a certain 
amount of their notes as money, without being required to hold 
any specie whatever for their redemption. But for all they 

* Gilbart. 
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issue over the sum specified, they must hold an equal amount of 
specie on hand, with which to redeem them. The fixed issue, or 
amount thus '* authorized," is divided ambngst the banks as 
follows : 

1. Bank of England may issue £14,000,000 

2. Other Banks in England and Wales 8,232,475 

3. Banks in Scotland 3,087,209 

4. Banks in Ireland 6,354,494 

Total fixed issue, Oct. 7, 1848 £31,674,178 

The following table exhibits the circulation of all the banks in 
the United Kingdom, Nov. 2, 1850 : 

Bank of England £19,787,000 

Private Banks- 3,784,000 

Joint Stock Banks 2,894,000 

Irish Banks. • • 4,994,000 

Scotch Banks 3,318,000 

Total £34,777,000 

The above table will show the relative circulation of all the 
different classes of banks. From this it appears that, at the time 
mentioned, they had but 10 per cent, more of actual, than of 
" authorized" circulation. This excess was not illegal, because, 
as we have before said, the banks may issue as much over what 
they are " authorized " to put out, as they please ; provided they 
keep an equal amount of specie on hand. With this exception, 
there is no limit to the amount they may issue. 

Our next table will show the proportion of circulation to 
specie ; and though the returns are not the most recent, it will 
doubtless give us a correct idea of the general character of the 
British currency in regard to its specie value. 

Circulation. Specie. 

Bank of Eng. per returns, Dec. 1st, 1849 £18,156,000 £10,078,315 

Joint Stock Banks and private Banks, Janu- 
ary 1, 1849 2,529,498 *1,000,000 

Irish Banks, March 24, 1849 4,401,750 1,708,857 

Scotch Banks do. do. 2,935,120 1,009,173 

£28,022,368 £13,796,345 

From the above we ascertain that the proportion of value 

money in the British currency is, on an average, £1 of specie 

• 

♦ Estimated bv us, not having the returns of specie in hand. In propor 
lion to all the other banks, the sum we have named would be the amount natural' 
ly in the Joint Stock and Private Banks ; and doubtless approximates very nearly 
to the actual amount. 
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to .£2 of bills — or one half of the corrency was at that time 
value money, and one half credit money. 

We have the following returns of the Bank of England, Oc- 
tober 3, 1857. 



ISSUE DEPARTMENT. 



Notes issued 



£24,553,315 



Government debt- • • • £11,015,100 

Other securities 3,459,900 

Gold coin and bullion- 10,078,315 



£24,553,315 



BANKING DEPARTMENT. 



Proprs. capital 

Rest 

Public deposits 

Other deposits 

Seven day and other 
bills. 



£14,553,000 
3,943,923 
8,243,217 

10,002,282 

877,43^ 
£87,619,867 



Government securities £10,593,607 

Other securities 21,835.843 

Notes (bills not issued, 4,696,040 
Gold and silver coin* • • 584,377 



£37,619,867 



The following analysis of the above returns will show the im- 
mediate liabilities and immediate resources of the Bank of Eng- 
land, Oct 3, 1857 : 

Whole amount of notes issued £24,553,315 

Less notes in the banking department not in circulation 4,696,040 

Total notes in circulation £19,857,275 

Public deposits 8,243,217 

Other deposits 10,002,282 

Total immediate liabilities £38,102,774 

Contra : 

Gold coin and bullion £10,078,315 

Coin in banking department 584,377 10,662,692 

Excess of immediate liabilities £27,440,082 

Such is the present position of the Bank of England in rela- 
tion to the exigencies of the great revulsion through which, in com- 
mon with all other banking institutions in the world, she is now 
passing. 

Her notes in actual circulation are almost twice the amount of 
her specie. She has, besides, a debt for deposits very nearly 
equal to the whole amount of her specie. In addition to this, 
her public deposits are four-fifths as much as all her coin and bul- 
lion, and the aggregate of all her immediate liabilities comes within 
a trifle of four times as much as her immediate means of pay- 
ment. 
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How immediately pressing all these demands may be upon the 
Bank, is more than we can determine. The circulation, we may 
rest assured, must come in very rapidly, if gold is wanted for 
any purpose, at home or abroad. The deposits are, doubtless, 
liable to be called for, as they were in the case of the New York 
banks, without a moment's warning. The public deposits, 
amounting to over eight millions, are held at the pleasure of the 
government, and, from the position of public affairs in Great 
Britain, there is the highest probability that, however well dis- 
posed the government may be, and doubtless is, to accommodate 
and sustain the Bank, stern necessity will compel the withdrawal of 
these funds. The war in India creates an exigency from which 
there is no escape. It must be met. Troops must be sent out, 
sustained and paid, whatever else may be endangered. 

The Joint Stocky Private, Scotch and Irish Banks, all stand 
relatively, we may justly conclude, from the statistics already 
presented, in a similar condition to that of the National Bank. 

If the Bank of England has, (in round numbers) 14J mil- 
lions of capital, with immediate liabilities to the amount of 
38 millions, what will be the immediate liabilities of all the 
other banking institutions of the United Kingdom, repre- 
senting an aggregate capital of 36 millions ? Answer, 94 mil- 
lions. But, although we have no returns by which to ascertain 
the liabilities of these latter banks, we have no reason to suppose 
they are as large as those of the Bank of England; be- 
cause they have no '^ public deposits." On the other hand, so 
far as indicated by the Scotch and Irish Banks, they have a 
larger proportionate circulation than the National Bank, so that 
we think we may safely estimate the immediate liabilities of all 
these banks at one half as much, in proportion to their capital, as 
those of the Bank of England. If this be a fair estimate 
the matter will stand thus : 

Immediate liabflities of the Bank of England, 38 millions. 

Do. do. of all the other Banks, 4 7 " 

Total immediate liabilities, 85 millions. 

Then, further, if the Bank of England, with 14 J millions capital 
have lOJ millions specie, how much will the country banks,* with 
their 36 millions, have ? Answer, 26 millions. 

*We find no recent official returns showing the specie in these banks. The 
returns of the Bank of England seem alone to be regarded as of much importance 
probably because they furnish a standard by which to judge of the state of th-^ 
general currency. 
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The result by thb calculation is : 

Total immediate liabilities of all the Britidh Banks, 85 millions. 
Total specie (or " Coin and Bullion,") 86^ " 

Excess of immediate liabilities, 48^ millions sterling. 

Equal to about $234,000,000. 

Such is the inverted pyramid presented by the British 
currency ; 85 millions standing upon a base of 36 millions. 

If when " the rains descend, and the winds blow, and the floods 
come, and beat upon this house, it should fall," we think no one 
should be greatly surprised. 

It may be said, in reply to this, that, supposing all we state be 
strictly true, " this is not a fair presentation of the subject. We 
ought to take into the account the fact, that these banks have 
immense capitals, and an amount of good notes and securities 
larger than all their indebtedness." Very well, but what bearing 
has that upon the question before us ? We are not speaking of 
the general security of the British currency ; nobody, perhaps, 
doubts that; it is not the security^ but the convertibility of the 
currency, which is the great question of interest at the present 
moment. No one doubts, we suppose, that the Banks of the United 
States are, as a general thing, able ultimately to redeem all their 
circulation and repay their stockholders ; but that did not pre- 
vent their universal suspension ; that did not prevent the 
derangement of all the exchanges of the country, and the 
general bankruptcy of merchants and business men. We are 
speaking of the British currency, as money, not as mere 
promissory notes. As the latter, they may be good enough ; but 
as money ^ we doubt if they are. They will not, we fear, be found 
convertible. If the gold is called for, it will not be forthcoming. 
That is quite impossible. How can the Bank of England pay even 
its circulation on demand ? How can 10 millions pay 19 millions ? 
Will the bank sell its government securities to raise money ? 
Who .will buy them, and pay gold for them? Where is the gold 
to come from, instanter, to pay the whole circulation of the 
United Kingdom, which must be equal at least, to some 200 millions 
of dollars ? It cannot be had. The Bank of England may do 
its best, and it doubtless will, and the London Pres^ may 
brag, and talk large of what the Bank can do, and how 
" she will not allow the honor of England to be tar- 
nished ;" but all wont do. Big words don't pay notes, and the 
mammoth Bank of England will probably suspend, and all the 
rest follow in her footsteps. If they don't, they will do worse^ by 
crushing the whole mercantile and manufacturing interests ; and, 
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as they cannot afford to do that, we think that they will conclude to 
make a general suspension. We are aware that, in ordinary con- 
tractions, the banks throw all the loss upon the people. But in 
a great crisis, like the present, that is impossible ; if they 
attempted it, they would tear the house down upon their own 
heads, and be destroyed by the general ruin they had caused. 
The fault of the currency of Great Britain, like that of the United 
States, is, not that it is insecure, but that it is unreliable. 
Unfortunately, this is almost always lost sight of by those who 
write upon the currency. Great anxiety is felt to insure the 
final pat/ment of bank notes ; and that is very well so far. But 
it is more important to insure their immediate converttbilitt/ into 
specie. The whole circulation of the American banks, January 
1, 1857, was 214 millions of dollars. The banks had at the same 
time 

An aggregate capital of, $370,834,686 

They had due them from loans, 684,456,887 

They had specie, 58,349,838 

Total assets, $1,033,641,411 

Over 1000 millions of dollars, in property, as the base on which 
this circulation of 214 millions rested! Was not that secure 
enough ? Doubtless, secure enough ; but, unfortunately, not 
convertible. To ascertain its convertibility, you must take the 
68 millions of specie, and place upon it 214 millions of circula- 
tion, and as much more of bank debt in the shape of deposits ; and 
then you will have some 430 millions resting upon 58 millions. 
Now you have the " inverted pyramid " which represents the 
MONEY of the United States as it was January 1, 1857 — the same 
which, within the last two months, has gone down with a crash. 
What consolation is it to the thousands on thousands who have 
been thrown into distress, or hopelessly ruined by the suspension 
of the banks, to tell them that the circulation of these banks will, 
some time or other, be paid ; that the stockholders will get back 
a large part of their capital ? That may all be ; but they^ poor 
fellows, have been destroyed by myriads, in the fall of the mon- 
etary system. The banks may, generally, be safe enough, 
indeed; but the country will, nevertheless, suffer a loss three 
times greater than all the banking capital of the United States ! 
That is a point to be looked at. We shall save the banks, may- 
hap, but destroy the exchanges, ruin the trade, and derange the 
industry of the country, for the time being. So of England : her 
currency may be very safe, her banks may be very safe, even if 
they all suspend ; but how is it with the people ? Will they come 
off unscathed ? No ; they will suffer beyond computation. But 
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then, (like the people of the United States, " enjoying " the 
same kind of currency) they«ARE used toit. They have been 
through the operation many times before. There will be a 
tremendous smash-rup there^ as here. All Europe will probably 
pass the ordeal of a general bank suspension. France will follow, 
if she does not precede England ; and Austria, Germany, and 
perhaps Russia will join in the procession ; and the paper cur- 
rencies of the world may come down together. In that event the 
whole mixed currency system will be defunct. There will no 
longer be a mixed currency of value and credit money, but 
credit money entirely, so far as the banks are concerned. And 
then the question will come, shall this stupendous system be re- 
established on the same principle, to meet the same fate ? Past 
mistakes cannot be corrected, but future errors may be avoided. 
We hope that the general calamity suflFered, will bring the people 
to serious reflection. The system of mixed currency is founded 
on the general and firm belief that we " cannot do without it — 
that hard money is an absurdity." This is the creed uni- 
versal. Those who do not accept it, are assailed with 
derisive epithets. " Who is so stupid," it is asked, " as to 
worship a goldej^ calf ? " So the calf of popular worship 
must be made of paper. And therefore, although the mines 
of California have furnished us with over 400 millions of gold, 
up to this time, there is not, probably, 60 millions of 
it to-day in * all the Union acting as currency* England 
has produced, we suppose, some 300 millions in Australia ; 
and we have sent her 300 millions of ours. But where is it 
all ? How much more gold^ is there in Great Britain to-day 
than there was previous to the great discoveries ? 

In March, 1845, the Bank of England had, £15,491,410 

" Oct., 1857, " « « « " 10,079,315 

Loss, since 1845, £5,893,095 

Now we suppose the Bank of England may be safely as- 
sumed to represent the general currency of Great Britain ; if so, 
the other banks have probably less specie, as well as the National 
Bank. If this be true, what has become of all the gold the two great 
nations of the Anglo-Saxon race have produced within the last ten 
years? We really hope that some able statistician, who has as much 

♦ The banks of the United States had, as we have just shown, only 58 millions 
of specie on the 1st of last January. They had 46 millions on the Ist of January, 
1849. So that in the banks there could not have been, in January last, more than 
about 12 millions of the gold of California. The balance has been wrought up into 
plate, jewelry, &c. &c. 

It is true, that at present the banks are increasing the amount of their specie ; 
but they are doing it at the imminent peril of the British banks. 
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of omniscience as any human being may be supposed to possess, will 
give us some plausible facts and figures, as to the whereabouts of this 
gold. Nothing could be more interesting. How much of it 
would he find in the United States ? How much in England ? 
How much of it in Europe ? All put together, in coin^ probably 
not one-seventh part of the last ten years' production. If it 
were possible to trace this gold, it would be found mostly in those 
countries where gold is used as currency. Little of it would be 
discovered anywhere else. Civilization has lost almost the whole 
of it. Barbarism has got it. Christendom is minus ; heathendom 
plus. But then Christendom don't " worship a golden calf!" 
It pays its adoration to something better! The gold has gone 
where it is most esteemed. It has been driven out of most Eu- 
ropean countries, as well as the United States, by paper money ; 
and we must wait, as patiently as we can, for the return of so 
much of it as will give us a value currency. When that comes 
about, and not before, will the general business of those countries, 
now minus the gold, be restored to a prosperous condition. 

But, bad ai# unreliable as the currency of Great Britain 
may be, it is good, as compared with ours. Her general hank 
currency is not probably adulterated or diluted, on the average, 
more than about 60 per cent. It usually has the element of value 
money to the extent of nearly 60 cents on the dollar. Ours is 
commonly diluted as much as 67 per cent., and, at the time the 
present contraction commenced, was probably reduced as low as 
76 per cent. ; that is, there was not more than about 26 cents 
in specie, to each dollar of paper. And what was worse, in those 
parts of the country where we have the most trade and manufac- 
tures, and yrhere we need the most reliable currency, the propor- 
tion was as low at 12J cents on the dollar. This was true of New 
England, as a whole; and in some States, as Vermont, for exam- 
ple, tljere was not more than 7 or 8 cents of specie to the paper 
dollar. Some of the Western States were in almost as bad a position. 

Now in Great Britain their bank currency is, as we have just 
said, as a general fact, worth 60 cents on the dollar, and the 
money in the hands of the people is all gold and silver. With us, 
it is zXl paper; with the exception of the meagre change circula- 
tion of fractions of a dollar. The specie in the pockets of our 
people is infinitestimally small. Not so, in England. Every- 
thing under five pounds being gold and silver, there is, we have 
no doubt (though we have never seen any estimate), at least 26 
or 80 millions sterling constantly in 'use.* This makes an im- 
mense diflFerence as to the stability of the British currency, and 

* The Scottish and Irish banks issue bills as low as one pound — $5. 
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is one great reason, why general prices are neither so much inflated 
by expansion, nor depressed by contraction, as with us. We 
should estimate the proportion of value money in the whole cur- 
rency of Great Britain, in banks and out, as being twice as large 
as our own. This gives that country a great advantage over us 
in her commerce and manufactures, especially the latter. 

We think it highly probable that we may have fallen into some 
errors in regard to the statistics of the British currency. We be- 
lieve, however, that if there be any, they cannot be of such a char- 
acter as to effect the general results at which we have arrived. We 
have had occasion to observe that British writers, when speaking 
of the people or institutions of this country, frequently fall into 
very great and sometimes ludicrous mistakes. We are therefore 
fearful that we may have misunderstood, and, therefore, 
misrepresented some part of the complicated system of British 
Currency. The general facts, however, regarding the Bank 
of England, the centre of the great system, seem to be so plain 
and intelligible, that we think there is Uttle chance for any essen- 
tial error. 

There is one important difference between the banks of Great 
Britain and those of the United States. In the latter, most of 
the paid-up capital consists of available funds, which the banks 
may, and do loan out to the business community. In the 
former, no small share consists, simply, of a permanent demand 
against the British government. The capital of the Bank of 
England, when it was first chartered, was £1,200,000, all of 
which was a debt due from the government. William III. had 
expended the whole before the bank was thought of ; and, from 
time to time, as the capital of the bank has been enlarged, 
it has been done by adopting more and more of the gov- 
ernment debt ; so that, at the present moment, it is something 
like £14,000,000. The bank relies entirely on its circulation 
and deposits for all its means of rendering aid to the business of 
the community. It is, therefore, more strictly a credit 
institution than the banks of the United States. The Bank of 
Ireland was incorporated in 1782, with a capital of £600,000. 
This consisted, like that of the Bank of England, of debt due 
from the British government. Its capital was increased to 
£3,000,000 in the same way. Of the nature of the capital of 
the other banks in Ireland we have no definite information, 
jput, of the Scotch banks, we learn that " a large part of their 
capital is in government securities." " So that it seems probable 
that, taking all the banks of the United Kingdom together, a 
majority of the capital exists in the form of government stocks." 
This fact gives a degree of credit to these institutions which they 
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would not otherwise enjoy. Tho Bank of England, to use the 
language of the London TimeSj " has a quasi national character.'^ 
Though as an institution entirely independent, it is regarded as 
virtually a part of the British government. It is " governed by 
nationally imposed laws ; " and always acts in harmony with 
the wishes of the ruling power. Not so with the banks of the 
United States. They are corporations without any connection 
whatever with the government. They receive no public deposits, 
no State patronage. They have actual and active capital of 
their own, with which they operate, and on which their credit 
rests. In the case of the Bank of England, the government 
having borrowed all the funds which constitute its capital, it can 
have nothing left to loan the public (unless it be a small amount 
of accumulated profits), except its unbounded credit. This it 
may now use, by the issue of its notes, to any extent ; for the 
latest arrival from Europe informs us that the Limitation Act of 
1844 has been suspended. With these notes it can purchase 
bullion, or discount paper. The fact that they are made a legal 
tender may prevent the necessity of its suspending specie pay- 
ments, during the present crisis. And the Bank of France may 
be saved from a failure too, if Louis Napoleon sees fit, as reported, 
^^ to send the brokers who demand specie to prison ;^^ thus con- 
verting the creditors of the bank into felons, instead of convert- 
ing the bills of the bank into specie — the latest improvement in 
mixed currency banking. 
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The year 1857 will ever be memorable as that in which the first uni- 
versal panic in the commercial world took place. Panics there had been 
before ; but thej^ were to a great extent local, confined to some particular 
country ; and, although other parts of the world might suffer from their 
connection with the panic-stricken community, they escaped the full force 
of auch a calamity. But, in the year 1857, the time had arrived when, 
owing to the great facilities of intercourse, and the vast extension of 
commerce, all the nations of Christendom had become so closely con- 
nected in business, and so much alike in the character of their several 
currencies, that the failure of a comparatively small corporation caused 
a general explosion. This was a strange and very suggestive fact. It 
told of a new era in the commercirJ world. It came, too, like a thun- 
derbolt out of a clear sky. Neither war, pestilence, nor famine — the 
usual disturbers of the monetary system — had any essential influence in 
producing it. The civilized world was at peace ; health generally pre- 
vailed ; and crops were unusually abundant. Up to the 24th day of Au- 
gust, 185Y, not a cloud rested upon the horizon ; all was calm and still. 
But on that day the Ohio Life and Trust Company, in New York, stopped 
payment. A very trifling event, surely, one would suppose, as connected 
with the whole monetary aflfairs oi Christendom, yet suflicient to explode 
the credit system of the world, and throw <all its industry and commerce 
into confusion ! These facts, so patent to all mankind, could not fail to 
make a deep impression on the minds of reflecting men. 

What must be the real causes which lie at the bottom of all this mis- 
chief ? How can we explain these Jistonishing phenomena ? What kind 
of a currency is that which can be overturned in a moment, and without 
any adequate external cause ? These questions were asked with an em- 
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phasis — and an earnestness, too— never before witnessed. For, if there 
were no sufHcient extraneous cause, then tbe natural inference was, that 
tlje cause must lie within the currency itself; and to this just conclusion 
tbe common sense of the cumition mind very soon arrived. Thousands, 
who up to this period had never <juestioned the propriety and utility of 
% mixed currency, now began to regard it with strong suspicions, or ab- 
solute aversion. Newspapers cind periodirals labored with articles upon 
this all-absorbing subject. Everybody could write, for everybedy felt 
and suffered. But, what was the nature of all this financial literature, so 
to call it ? With few exceptions it was of the most superficial character, 
— appertaining to results, not to causes; to the phenomena, rather than 
the philosophy of a mixed currency. And it is certainly remarkable, 
that an event which gave a shock so severe to every department of in- 
dustry and commerce throughout the world, and spread ruin so terrific 
on every hand, should call forth so few publications worthy of the serious 
and important occasion. 

Among the few valuable works to which the recent disturbances gave 
rise, is that, the title of which we have placed at the head of this article ; 
and this is not an original work, drawn out by the events of 1857, but a 
collection of " tracts and other publications," issued in previous years, 
and on various occasions. The volume is, nevertheless, very opportune, 
because it comes from a distinguished and able writer, who has given 
many years to the consideration of the currency question ; and who, as 
a banker of large experience in the commercial metropolis of the world, 
and as holding a high political and social position, is entitled to be heard 
with attention and respect. 

About one-lialf of the work, which extends to more than 600 pages 
large octavo, is occupied by the testimony which his lordship gave, as 
Samuel Jones Lloyd, before Parliamentary committees, on various ques- 
tions concerning currency and banking. 

The first part of this evidence relates to " banks of issue," and especi- 
ally to the conduct of the Bank of England ; and the principles on which, 
according to his lordship, it ought to regulate its ** issues;" that is, its 
paper circulation. The answers given by him upon this subject extend 
through 144 pages. They are, indeed, often mere repetitions of the same 
ideas, carried out to a most tedious length ; but they were called for by 
the almost endless questions and cross-questions, put by the Honorable 
Committee ; some of whom evidently did not like the opinions advanced 
by his lordship, and would have been pleased to overthrow them. 

The second part of the " Extracts from Evidence " consists of testimony 
given by the same person in 1848, before another Parliamentary com- 
mittee on " Commercial Distress," and was called out by the severe sufferings 
through which England had passed in the year preceding. This distress, 
or *' pressure," Lord Overstone considers as " caused by a deficiency of 
capital to maintain the mercantile engagements that were in existence. 
The deficiency of capital arose from the failure of the crops, both in this 
country [England] and throughout Europe ; and also from the extraordi- 
nary diversion of capital from trading purposes to the construction of 
railroads." The witness was especially examined as to the influence of 
the act of 1844 upon the action of the Bank of England, and upon the 
commercial afiiairs of the country generally. To these his lordship gave 
extended replies, maintaining throughout, with great ability and, we 
think, correctness, that the oneration of that act had been salntarv. 



Lord (hersione on Metallic and Paper Currency. 8 

Another considerable part of the book is taken up with the letters of 
** Mercator" [Samuel Jones Lloyd} to the Times, on the *' Bank Charter 
Act." These are dated at different periods from 1844 to 1856. They 
maintain with great force the importance and utility of that act; and for 
no one thing, perhaps, are the people of England more indebted to his 
lordship, than for these letters. They undoubtedly exerted a decisive and 
favorable influence in behalf of the greatest act, and, we may say, almost 
the only one founded on the true principle^ which the Parliament of Great 
Britain ever passed, in regard to its mixed currency system. 

Besides these, there are '' Remarks on the Management of the Circu- 
lation," '* Reflections on the Money Market," "Letters to the President of 
the Manchester Chamber of Commerce," &c. ; in all, ten different tracts 
and publications. Although this volume is far from being adapted to 
popular reading, it is valuable to the patient student of the currency 
question. It contains many important facts, which show the nature and 
operation of a mixed currency ; it aftbrds the most overwhelming evidence 
of the evils which such a currency has inflicted on England within the 
present century ; it shows how frequently, anxiously — aye I and vainly^ 
too — Parliament has striven to regulate it. 

Although it is assumed by his'lordship, in every part of the work, that 
a mixed currency is desirable, on account of its "convenience and econ- 
omy," he nowhere attempts to prove it to be so, or even makes an argu- 
ment in favor of the only reason, which he gives, why such a currency 
should exist at all. Yet on the "convenience and economy" of a paper 
circulation, he bases entirely the propriety of the whole system, and says, 
expressly, that the British government authorizes this kind of currency 
only because it is economical and convenient. 

With the most respectful deference to Lord Overstone, we submit that 
in so important and grave a matter — one^too, which has so often engaged 
his attention, and occupied his time — the first question really is, whether 
the "convenience and economy,"* which he assumes as necessarily result- 
ing from the use of a mixed currency, are suflScient to counterbalance the 
many and great evils^ which he most conclusively shows have always at- 
tended the use of it. ^hat is the point to which, we think, his inquiries 
should have been flrst directed ; and as this seems to have escaped his 
notice altogether, we wish to call his attention to it, and the attention of 
all others who feel an interest in the subject, through the pages of this 
Magazine; which we have selected because it has, we believe, the widest 
circulation in this country of any publication of the kind, and is found in 
most of the principal offices and libraries of Europe. We cannot, how- 
ever, proceed to do this without first defining the terms we enjploy ; for 
we are impressed with the conviction, that no small share of all the con- 
fusion and misapprehension, that exists in relation to monetary affairs, 
arises from the use of terms which are not precise and appropriate. Gold 
and silver, being universally known and valued, are the commodities of 
which the money of commerce consists. They are the true currency of 
trade throughout the world. On this point there can be, and, as far as 
we know, there is, no difference of opinion. But different nations have 
differing local currencies which circulate within their respective limits. 

In general terms, there may be said to be four kinds of currency — ' • 

Firstly. That which is composed of the precious metals, gold and sil- 
ver — nutallie currency — the universal money of commerce. 
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Secondly, That which is composed wholly of paper, not redeemable 
OD demand, and having a forced or unnatural circulation through the 
power or influence of government. This is paper money, or credit curreneyj 
and its use is confined to the country in which it is issued. 

Thirdly, That which consists of paper issued by banks having an 
amount of specie in their vaults always equal to the amount of their bitlt 
or notes in circulation. It diflers, in its character and effects, in no par- 
tieular from metallic currency, except in its greater convenience in use. 
This may be termed mercantile currency. 

Lastly, That which consists of paper issued by banks having in their 
vaults an amount of specie less than the amount of notes issued, but 
sufficient to redeem their circulation as fast as it is likely, under ordinary 
circumstances, to be demanded. This js a mixed currency ; and the mix- 
ture consists in the fact that so much of this currency as is actually the 
representative of specie in the vaults, is virtually metallic, or value money ; 
while so much of it as does not rest on specie in the banks is merelj 
credit money, based on general property. This currency may be one part 
value money to two parts credit, or one to ten, or Mty, according to the 
pleasure of those who issue it, so that its precise character can never be 
determined except by statistics derived from the banks themselves. Of 
course, the quality of it is commonly a matter of uncertaipty to those 
who use it. It is a fluctuating currency, because expansion must be fol- 
lowed by contraction ; and the extent of its fluctuations depends upon the 
proportion which exists between the two elements of which it is com- 
posed. As, for example, a bank that has in circulation ten dollars in bills 
for one of specie, must, if called on for $5,000 in specie, take in $50,000 
of its circulation. Otherwise, if further demands should be made upon 
it, the bank would fail. As a case in point, a highly respectable bank in 
Massachusetts, managed by gen4:leraen of distinction and character, had 
in circulation (as we find by official returns) on the 4th of July, 1867, 
$420,717, and only $9,229 of specie in its vaults. Now, it is evident 
that, in case of any demand for specie, such a bank must take in its cir- 
culation as fast as possible ; and hence we find that this bank took in 
$265,964, that is, 63 per cent of its circulation, in (pss than four months ; 
and most of it in less than six weeks/ Other banks that were extended 
only one-fourth or one-tenth as much, we find, by the same returns, con- 
tracted their circulation only in a corresponding degree. These facts, 
which are merely characteristic of a mixed currency, are given to illus- 
trate its nature. As a general fact, mixed-currency banks are established, 
at the present day, in most of the countries of Christendom, with power 
to issue as much paper as they think they can redeem on demand. In 
some cases, as in England, and in most, if not all, of the States of the 
American Union, a limitation is fixed by law, beyond which the banks 
may not go ; but we know of only two or three cases where any propor' 
lion is established by law between the bills which a bank may issue, and 
the amount of specie it shall have on hand with which to redeem them. 

Premising thus much in regard to the difierent kinds of currency, we 
proceed to examine Lord Overstone's claim that a mixed currency is a 
desideratum on account of its ** convenience and economy." We do not 
perceive, in any of the quotations from the expressed opinions of bankers 
and financiers contained in the work before us, that any of them advance 
any other reason in favor of such a currency. The idle fallacy, once so 
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commonly entertained in this country, and perhaps to some extent in 
Europe, that there " is not enough of the precious metals in existence to 
meet the wants of commerce," is not maintained by Lord Overstone, or, 
80 far as we know, by any other English writer. The idea, indeed, is 
simply absurd. 

The question, then, is narrowed down to one point. Is a mixed cur- 
rency so convenient and economical a,8 to counterbalance all the evils which 
everybody admits arise from it ? 

We readily grant that a paper circulation is a great convenience to the 
business world ; but we say that, in order to have the full benefits of such 
a circulation, it is by no means indispensable to have a mixed currency. 
A paper circulation has no more necessary connection with a mixed cur- 
rency than with a metallic one. If it were otherwise, we should be com- 
pelled to have the former, or forego the convenience of paper money. 
But it is not A system of banking which should require each insti- 
tution to keep on hand as large an amount of specie as it had of bills 
in circulation, would furnish a currency having all the advantages of 
"convenience," which Lord Overstone claims for' a credit currency, and^ 
at the same time, be self- regulating and reliable. Indeed, his lordship 
refers to a similar currency in his answer to question 2,761, put by Sir 
Robert Peel, when he speaks of the Bank of Hamburg, one of the oldest 
and best managed institutions in Europe, which has furnished a con- 
venient currency which has been in circulation since 1619, has never 
been dishonored, or needed any regulating. This fact is well known 
to all Europe. A mercantile currency like this, which shall secure 
all the advantages of a paper circulation, and yet have a full specie basis, 
giving to the public all the advantages of both, is therefore no abstraction, 
or untried, visionary experiment. It has been a practical reality for nearly 
two centuries and a half. The correctness of this statement, the noble 
lord would, doubtless, fully admit ; and if so, what is the necessity for a 
mixed currency, in order to secure the convenience of a paper circulation f 
Very evidently there is no such necessity whatever, and the whole argu- 
ment in favor of a mixed currency, as necessary in order to secure the 
convenience of paper money, falls to the ground. We think we may, 
therefore, dismiss the argument in favor of a mixed currency, derived 
from its "convenience," as fallacious. But the second point, and one not 
•o readily disposed of, is, that such a currency is desirable on account 
of its " economy." 

And now we must go somewhat into facts and figures. The Ban|[ of 
England, and certain other banks in the United Kingdom, are allowed, by 
the act of 1844, to issue their notes to a specified amount, without having 
any specie whatever in their vaults wherewith to redeem them ; but, for 
all they issue above that amount, they must hold an equal sum in specie. 
By the report of the Parliamentary Committee of 1858, on "the causes 
of the recent commercial distress," as quoted in the last November num- 
ber of this Magazine, it appears that the several amounts which the banks 
of the United Kingdom are "authorized to issue without any specie 
basis'' are as follows: — 

Bank of England £14,476.000 

English country bankers ' 7.707,292 

Scotch bankers 8,087,209 

Irish bankers. ', 6,854,494 

Total £81,628,996 
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This aggregate is the sum of all the purely credit circulation which 
can be issued in the whole kingdom. Upon this amount, it is assumed, 
that there is a gain of ail the interest received for the use of it, which, at 
3 percent, would amount to £948,719 178. per annum. But this esti- 
mate of the credit circulation is i^uite too large ; because, though that 
amount is ''az^/Aoriz(f by law, the banks are seldom, if ever, able to 
keep out so much, over and above their specie. Indeed,* the entire atnount 
of circulation in the whole kingdom only ranges from twenty eight to 
thirty-four millions, and the banks hold more or less specie always on 
hand. 

From a statement made December 1st, 1849, the latest on which we 
can readily lay our hands, the whole circulation of all the banks waa 
£28,022,3*68, while the specie and bullion in their vaults was£l3,7u6,345, 
leaving only £14/226,023 as the amount of "credit circulation ;" so that 
it is only on this sum that the " economy '' of such a circulation could be 
predicated ; and the saving at that time, at 3 per cent, was only £426,780 
138. per annum — about one-half of what we before estimated. But sup- 
pose, as is doubtless the case, that the average "credit circulation*' is 
greater than the above returns show, and allow that it reaches to twenty- 
five millions, which is, probably, far beyond the fact — and suppose, fur- 
ther, that on this last sum the average rate of interest be 4 per cent — the 
whole gross amount would be but one million pounds sterling. This, 
though it may be nearly double the saving actually made, we will suppose 
to be the true one, to give the most favorable statement possible. Then 
the question arises, whether this supposed saving of one million (which 
is just eight pence to each inhabitant, if there are thirty millions, and if 
the amount were equally divided,) is of sufficient importance to the people 
of Great Britain to justify the continuance of the system, in view of the 
manifold and serious evils which such a currency has hitherto inflicted^ 
and from its nature must always entail, upon their commerce and indus- 
try. That is the final and decisive question ; for, if the increase of bank 
dividends be a matter so important to the British nation as to justify its 
continuance, it certainly should suffer no interference; if not, it should 
as certainly be abolished. We presume that neither his lordship, nor 
any other liberal and patriotic man, would shrink from this proposition. 

Now, then, what is the amount of mischief done to the agricultural, 
manufacturing, and commercial industry of Great Britain by its mixed 
currency? Is it equal, in the aggregate, to an average of one million 
sterling per annum? We need not stop, at this point, to inquire what 
good such a currency does, because his lordship, like a sensible and truth- 
ful man, as he is, often admits, if we understand him, that there is no ar- 
gument in its favor, except its " convenience and economy." 

We have, then, only to open an account current with " mixed currency .** 
This we do by placing to its credit the single item — "Assumed Economv," 
£1,000,000. " Convenience" we do not place to its credit, because it does 
not necessarily appertain to such ^ currency, and can be had without it. 

For the items of debit, we must look to the effects of such a currency. 

Item \8t, A mixed currency has a tendency to expel from the country, 
into which it is fully introduced, a great part of all the specie, or bullion, 
(for the two terms, in this conneiction, we use as synonymous,) which 
would otherwise be in circulation, or in banks in that country ; and the 
void is filled up with *^ credit currency ,'* that is, promises to pay the 
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specie, which has already been driven oflf. This we understand his lord- 
ship to admit. 

Item 2d. A mixed currency not only expels the gceater part of the 
metallic money which would otherwise be in the country, but increases 
the sum total of currency far beyond what it would be if no such cur- 
rency existed. Under a system of competitive issues by different institu- 
tions, like that of Great Britain and of the United States — for in the 
former are 796, and in the latter 1,426, different banks — it unavoidably 
happens that the circulation will be enlarged to its utmost possible limits, 
and far beyond the bounds of a metallic currency. All this is so obvious 
that it needs only to be stated ; and Lord Overstone says : — '* The paper 
currency of England is issued under the influence of competition, which 
necessarily tends to produce excess." — (Page 115.) 
*: Item Sd, Such an expansion causes a general rise of prices. This is a 
point referred to by his lordship, and the fact is universally known. The 
reason is obvious ; for, if the currency be increased, while the commod- 
ities to be transferred by that currency are not proportionally increased, 
then it must follow that a rise of prices will take place. 

Item 4tk. 'As a consequence of a general rise of prices, a spirit of spec- 
ulation is engendered, together with a great extension of credits; for, as 
prices are rising, every man who buys any kind of merchandise will find 
it advancing on his hands — the more he buys, the more profit he will 
make. Money is plenty ; the banks are not only willing but anxious to 
loan ; and he purchases and sells on credit to an unwonted extent. 

Item 5th, When mixed-currency banks have thus expelled the specie 
from the country, enlarged the circulation beyond its natural limits, 
caused a general rise of prices, excited speculation, and extended credits, 
they must of necessity commence a contraction. 

If these five items, then, are fairly placed to the debit of the mixed 
currency, we have only to ascertain their amount, to find whether or not 
they equal or exceed the value of the "one million sterling" which we 
allow as the nominal profit from the credit currency of Great Britain. 

1st. What mischief does the expanding process accomplish ? 

It unnaturally raises prices, and thus deranges trade ; for prices should 
be governed by the laws of production — of supply and demand — and not 
by the issues of paper money. Prices, thus unnaturally raised, will ne- 
cessarily have a corresponding fall. They cannot be kept up, unless the 
expansion can go on forever ; and that cannot be. There is a point be- 
yond which it cannot go, and then the decline must come. 

What an immense loss must not a great commercial people like Eng- 
land suffer in the course of every period of ten years by the mere de- 
rangement thus caused ! It must affect her exports, for the cost of her 
manufactures must be enhanced by the rise of prices in all the articles 
which the manufacturer uses; and thus she will be less able to bring her 
goods into foreign markets to advantage. It will increase imports in all 
consumable articles, for extra plentifulness of money will create an in- 
creased and unnatural demand for such articles, and thus give rise to an 
unfavorable balance of trade. In other words, it will diminish profitable 
production, and increase unprofitable consumption ; and, of course, Eng- 
land sufQprs the aggregate loss of both. If the annual imports and ex- 
ports amount to £200,000,000, and are thus unfavorably affected to the 
small amount of 2 per cent, the .loss will be four millions, or four times 

much as all the assumed profits of credit currency. 
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2d. What injuries does the contracting process inflict? 

A general stagnation of trade, sacrifices of property by forced sales, 
and numerous bankruptcies. At what would Lord Overstone estimate 
the loss of the I^ritish people by these causes during the last twenty-five 
years ? How often has the nation suffered to the amount of twenty or 
thjrty millions sterling in a single year? It is not possible for any one 
to state the aggregate amount of all this. It must be a matter of con- 
jecture. Yet there are facts and figures in existence which would show 
that the loss, growing out of the violent disturbances in the currency, 
arising from its inherent defectiveness, amount, upon an average, to many 
millions annually. 

What is the total loss involved in all these questions? One, or five, or 
ten millions? * 

We should like to hear the merchants, manufacturers, and tradesmen 
of England answer ; and we think the highest amount we have 
named would not exceed their estimate. If these men of practical 
experience were to make out the account current ; if they were to calcu- 
late the losses they suffer from derangement of trade, stagnation of busi- 
ness, excessive interest, and, above all, from bankruptcies, we are sure 
they would charge to the debit of mixed currency at least ten millions; 
and after crediting the one million which the holders of bank stock might 
have gained, show a balance of nixe millions per annum to be carried to 
the account of profit and loss. Such, we think, would be their view of 
the "economy" of credit currency ; and in this all persons of candor and 
reflection would coincide ; for, as wo have already said, the assumed an- 
nual gain by the use of credit money is only equal to eight pence to each 
inhabitant of Great Britain ; and can any reasonable man doubt that their 
annual losses, by Uie inevitable fluctuations of their currency, amount to 
ten times that sum ? 

But setting aside for a moment the consideration of mere economy, 
one would hardly suppose that, for the sake of getting the use of some 
twenty or twenty-five millions of paper money without any specie basis, 
the people of Great Britain would be willing to place their currency in a 
condition, like that in which it was found in 1837, when the Bank of 
England had a circulation of £17,612,000, and owed in addition for de- 
posits £6,734,000 ; total, £24,346,000, and had only £2,522,000 in specie ; 
that is, the bank owed for its notes seven times its means of immediate 
payment, besides being liable to depositors for over six millions — a cur- 
rency whose specie element or basis was, in fact, about two shillings on 
the pound 1 Or even as it was in October, 1857, when tlie Bank of Eng- 
land had £38,102,774 of immediate liabilities for circulation and depos- 
its, and only £10,662,000 of coin and bullion; and this at a time when 
universal panic was raging, and specie going to the East in millions ! 

It would seem as if no sensible people would wish, on any terms, to 
involve themselves with a currency that can never be relied upon in a 
time of commercial distress — that, is certain to fail, when it is most 
needed. 

London is the great commercial and monetary focus of the world. Is 
it reasonable that its almost illimitable trade should be dependent on a 
moneyed institution, which, owing to its issue of mere credit currency ^ 
may be compelled, in its weakness and distress, to appeal to ''^foreign 
country for assistance ? Is it consistent with that self-respect, which the 
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greatest commercial Dation on the globe ought to maintain ? That any 
such exigency as that which existed in England in 1847 could have oc- 
curred, if its bank had not promised to pay specie for fourteen millions 
of notes without the specie to pay with, we presume Ihat neither Lord 
Overstone, nor Lord Monteagle, nor any other Englishman — nobleman or 
commoner — will for a moment pretend. Nothing makes a panic in Great 
Britain, or any other mixed-currency country, but the general conscious- 
ness of the weakness of the banks — a severe pressure may come, but 
never a panic. 

The great act of 1844 restricted the operation of the banks of the 
pnited Kingdom, and kept them within such bounds that they did not 
absolutely stop payment in 1847 or 1857, though, according to Lord 
Overstone's testimony, they came very near it on the former occasion. 
But that act, though an excellent measure, did not secure the gooii man- 
agement of the banks in 1847 or 1857. And this leads us to notice the 
subject of bank management. 

We have already referred to the fact that Lord Overstone maintains 
with great persistency, (he does it in more than thirty places in this 
volume,) that paper currency should be made to fluctuate precisely as if 
the whole currency were purely metallic. He says, (p. 27,) " the one 
simple duty which the manager of the currency has to perform, is, that 
of making the amount of paper circulation vary precisely as the amount 
of circulation would have been had it been exclusively metallic." He 
leaves us to infer, that if this " one simple duty " were well performed by 
the managers of the credit currency, all would be well. He does not, as 
we recollect, say this in so many words, but he certainly seems to imply 
that there would be no objections to a mixed currency if this ** one simple 
duty" were faithfully discharged. If that is what he would have us infer, 
we take issue with him. We think it can readily be shown by careful 
examination, that however faithfully and conscientiously this duty were 
performed, great mischief might — we should say must — result from a 
mixed currency. 

We will suppose, for example, that at the present moment there is in 
the Bank of England twelve million pounds sterling, and in the other 
banks of the country three millions in specie and bullion. We will suppose 
that this aggregate, fifteen millions, with the additional amount that may 
be in circulation, together with the whole credit circulation in the hands 
of the people, to be equal to the amount of specie really belonging to 
Great Britain, as her share of the specie of the world ; in other words, 
that its currency is now in a perfectly normal condition, according to his 
lordship's theory. We will suppose, further, that the Bank of England 
lias a circulation of eighteen millions; the country banks, of six millions; 
in ail, twenty-four millions. 

Now, under these circumstances, what shall the managers of the banks 
do in the discharge of their " one duty ?" Shall they extend their circula- 
tion by increasing their loans, as business revives, or shall they keep the 
circulation just where it now is ? If they are to increase their issues, 
how far, and how fast? By what rule or principle are they to determine 
when they shall expand their circulation, and to what extent? How is 
it possible that any body of men, however intelligent, industrious, and 
fiuthful, can so fully understand the condition of trade, and of all the 
different currencies throughout the world, as to know precisely when 
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they must expand and contract, in order to preserve the exact equilibriani f 
Surely, no such thing is within tlie limits of human possibility, and 
therefore the intelligent discharge of this '* one simple duty ** is a chimera, 
a thing that can exist only in the imagination. And then the idea of 
plairiiig such a power in the hands of a few men. IIow preposterous! 
We H'lree fully with Mr. Cobden, late M. P., who, in his testimony before 
the Parlimenlary Committee, (see report on banks of issue, p. 27,) said, 
"regulating the currency I consider just as possible as the management of • 
the tides, or the regulation of the stars or winds. * * * I object to any 
body of men having the power to increase or decrease the quantity of 
currency." 

But setting aside the impossibility of regulating a mixed currency; 
the folly of authorizing individuals to issue fictitious money, and then 
gravely telling them not to be careful iwt to usue too much of it ; and the 
danger (»f confiding such a power with any body of men whatever, let us 
suppose, for a moment, that the experiment were tried, on Lord Overstone's 
principle, of contracting the circulation as specie was called for; and 
that the managers of the banks discharged their **one simple," we should 
say very complex, "duty" faithfully. What might then happen ? Togo back 
to our last supposition, in regard to thecurrem^y of Great Britain. We sup- 
posed a circulation of twenty-four millions, with fifteen millions of specie. 
Now the bank managers, as business revives, and money becomes in demand, 
will naturally, and, as Lord Overstone will probably admit, rightfully and 
properly, extend their issues gradually to about thirty-two millions; 
and after a while, according to the usual course of events, the specie of 
the banks will be called for. An unfavorable balance of trade, a short crop, 
or an Irish famine occurs, and an unexpected demand is made for bullion, 
for shipment — five millions, we will suppose. The banks must then, on 
the principle laid down by his lordship, contract the circulation five mil- 
lions. Another five million is soon' wanted, and shipped ofif, and five 
millions more of the circulation is called in. But still another demand 
is made for five million, and a corresponding contraction of the circulation 
takes place. Now we have got to a point where the banks have lost 
every shilling of their specie, and yet have out a circulation of seven- 
teen millions sterling! 

But it is very evident that before the banks had reached this result, 
the public mind would have become alarmed. When only ten millions 
had been sent off, all persons of discernment would foresee that a. dangerous 
pressure had commenced. Public confidence would be shaken, credit 
impaired, hoarding begin to be practiced by the wary and cautious, and 
the whole country would be in commotion and alarm. All this would 
happen to a certainty, as Lord Overstone and everybody else knows very 
well ; and yet " the one duty of the bank managers " had been faithfully 
pierformed ; for what could they have done to prevent this disaster ? 
They could not foreknow that the short crop was to happen ; if they had, 
they would only have began the contraction at an earlier period. 

Now we do not suppose that precisely such a course of events would 
take place as we have described, but something just like this, in principle 
and efi'ect, has often ocoured in England and the United States, and will 
often do so hereafter, as long as mixed currency is used. 

And now where is the safety of the Rt. Hon. gentleman^s ^* principle " 
of redeeming ttie circulation as the bullion is withdrawn from the banks f 
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Has it saved the country from the sufferings of a commercial and monetary 
panic ? Would it have saved the Bank of England itself from suspension, 
if we had supposed that still another five millions (as we might properly 
have done) were calfed for to pay for food ? Certainly not. What his 
lordship proposes is not a remedy, but a palliative ; a partial and futile 
effort to control the issues of a mixed currency, in such a manner as to 
prevent mischief. That never has been done ; and in the nature of things 
never can be. If the Bank of England is permitted to issue £l4,0 »0,000 
of credit currency, without a shilling for its redemption, man cannot 
*• regulate" its operations in such a way as to save the public from harm. 
The probabilities of mischief may be lessened ; the force of a great panic 
may be broken ; but come it will in spite of the act of 1844, or the most 
faithful discharge of "the one duty" on which the Rt. Hon. gentleman 
relies. A ** short crop " is the constant terror of England, as we all know ; 
and the price of consols rises and falls with the indications of the 
barometer : rather a curious fact, and very suggestive — a currency which 
" depends upon the weather !" But we need suppose no famine, or war 
in India, or any great calamity, to bring about an explosion of the mixed- 
currency system. The experience of the United States during the year 
1857, is a case in point. In the midst of apparent prosperity, with an 
immense crop of all agricultural productions coming forward, with every 
department of manufactures in full and successful operation, the cur- 
rency broke down by its own weight. It fell though no one touched it. 
Yet the banking system of the United States was being conducted in 
strict obedience to law, and was in the natural exercises of its legitimate 
functions. Such a currency will collapse periodically, 'in virtue of its own 
inherent weakness. 

JTod^, pray, could his lordship's principle have saved the mixed currency 
of the United States from explosion in 1857? He says that "banks 
must contract their circulation as they lose their specie." Very well ; that 
was just what the banks of this country did. Their circulation at the 
commencement of the demand for specie was about two hundred and 
fourteen millions, and they contracted it to about one hundred and fifty- 
five millions as fast as possible. The banks of Massachusetts alone had 
'out twenty millions of paper, and they took it in at the rate of a million 
a week. Did that save them ? No ; but it ruined their customers by thousands. 
And finally, banks and customers suspended together I But they did all that 
his lordship requires. He may say in reply to this, that they did not 
commence the contraction in season ; and were therefore obliged to con- 
tract with too great rapidity. But how were the bank managers to know 
— how can they know — unless they are omniscient, when the precise 
moment arrives to begin the contraction ? 

The mixed currency of England is essentially the same as that of the 
United States. It is better managed, and better regulated by law, than 
onrs, we admit; but that which England experienced in 1847 and 1857, 
she is to experience hereafter, in a degree more or less severe, with every 
alternation of her mixed currency. And all por what ? To allow the 
stockholders of it« banks to realize an extra profit by issuing some twenty 
or twenty-five millions of paper money, without any specie on hand to 
redeem it with 1 For that poor, paltr^ pittance, England is to be kept in 
continual ferment ; her markets disturbed ; her standard of value vitiated ; 
and her industry alternately stimulated to madness, or paralyzed by stag^ 
nation. Can that, Lord Overstone, be economy I 
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Of what consequence can tliis one million (or raore truly half-million) 
of pounds, which bankers may realize in the shape of increased dividends, 
(if tliey don't lose too much by the failures which their own contraction 
of the currency has caused,) be, compared with the total income of all the 
agriculture, commerce, and manufactures of England? And yet, in a 
single year its trade and industry may suffer more loss than the whole 
amount of credit currency circulated in the United Kingdom 1 

Why will the intelligent capitalists, merchants, manufacturers, and 
landholders of Great Britain suffer such a monstrous nuisance to exist! 
Not, certainly, because it is an evil which cannot be removed, for but a 
slight revolution in the currency of England would be necessary in order 
to give her a sound, pure currency, instead of an unsound, mixed one. 
Let us look at it for a moment. The general average amount of credit 
currency we have assumed not to exceed twenty-five millions. Then it 
would require but twenty-five millions of gold, in addition to what the 
banks of the United Kingdom ordinarily have, in order to make the 
whole currency metallic. Would it be very diflicult to obtain that amount 
of bullion ? How much gold does England get from Australia every year! 
Some twelve millions, we believe. Then, at the utmost, it would require 
the products of her own mines for only about two years to furnish a solid 
substitute for all her credit currency. Suppose, for example, that Parlia- 
ment should, in accordance with the principle of the act of 1844, pro- 
vide that the " authorized circulation " of the Bank of England, and the 
other 13ritish, Scotch, and Irish banks, should be diminished to the extent 
of twelve-and-a-half per cent annually, for eight years. At the end of 
that time, there would be a perfectly sound currency, and it would have 
required only about three millions, or one-fourth part of her Australian 
product ; the other three- fourths flowing off in other directions. 

We will not even venture to suggest what the British Government 
ought to do ; but we may, without great impropriety, present our views 
of what might be done. 

The Bank of England, it is well known, has no ** available capital," 
and never has had any since it was chartered. All it ever loaned to the 
mercantile community was its credit, if we except a small amount of ac- 
cumulated profits. All the assistance it could ever give the business' 
world was by loaning its notes, promising to pay specie, which it did not 
possess, or the deposits which individuals or the government had left 
in its charge. This is a striking fact, and one very little realized by the 
public generally. And what is true in this respect of the Bank of Eng- 
land, is true to a great extent of all other banks in the nation. 

Now, the great diflSculty in the way of the reform we propose is, that 
the banks really possess but little available capital to invest in gold, and 
could only obtain it by selling their government securities. This they 
might do gradually, and thus secure the required amount of bullioiu 
But this would not appear to us. to be the best way to accomplish the 
result. We regard it as an excellent feature of the English banking 
system, that it rests so much on the credit of the government. This 
gives it prestige and strength, and should be retained. How, then, shall 
the banks be able to keep up their needful circulation, and yet have all 
that circulation based on an equaj, amount of bullion ! We reply, by 
increasing the capital of the banks. Suppose that the act of Parliament, 
which provided for the /decrease of twelve-and-a-half per cent annually 
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of the credit currency, should also provide that the Bank of England, 
and all other banks, might increase their capital to the same amount, 
they decreased their authorized circulation. We apprehend that 
such an increase would be entirely feasible ; that the stock would be 
taken up, as fast as offered, at very considerable premium to the banks. 
There is, surely, no want of capital in England. A nation that can sub- 
sidize half Europe, and loan its money to everybody ; good, bad, and indif- 
ferent ; that can supply Russian, or Spanish, or South American loans ; 
build railroads in France, and hold American stocks, as it does, (accord- 
ing to a late Parliamentary report,) to the amount of $400,000,000, 
can certainly raise without much difficulty twenty or twenty-five millions 
sterling for her banking system ; and, if so, there can be no obstacle to 
the carrying out the plan we have suggested. It is quite preposterous 
to question that England has sufficient available resources to afford a 
sound currency, and equally preposterous that, with her mighty commerce, 
she should have any other. 

If it should be asked at this point, in the form of an objection, how 
the Bank^of England could make satisfactory dividends if she issued no 
credit currency ? we reply, our present purpose is not to show in what 
manner banks can make the largest profit, but how injurious to the inter- 
ests of society a mixed currency is, and how easily it may be got rid of; 
nevertheless, we will say, that if the Bank of England should get the 
current rate of interest on all the loans of her real capita l^ as she most 
assuredly would ; and also on all the loans she was able to make on her 
public and private deposits; and also her usual annual allowance of 
£130,000, (if we recollect aright,) for managing the national debt; and 
such other pay for services performed for the government as might be 
just and proper, although her stock might not be 100 to 150 per cent 
above par, it would nevertheless, if oflfered in market, command what, on 
this side the Atlantic, would be regarded as a very high premium ; so 
that England would not be without a national bank, because such an in- 
stitution was not sufficiently profitable, even if she issued no notes, for 
which she had not a full specie basis. The bare premium which its stock 
would command, even under the circumstances we have supposed, would, 
we conjecture, amount to a sum larger than the largest private fortune 
ever accumulated in the United States. 

Again ; it may be urged (and such a plea would have greater force in Eng- 
land than in America) that the Bank of England especially, has acquired 
prescriptive, or vested rights, and that these must not be interfered with. 
if it be true that the bank has rights paramount to the rights of the 
British people — if, to gain enormous dividends for a few bank stockholders, 
the whole commerce of a great empire must be kept in perpetual disquiet — 
then indeed, we must give up all hopes of a reform. But we have too 
much confidence in the justice of the British government, and in the 
gocki sense of the British people, to suppose that such a plea would be 
admitted. There are too many precedents in English history, in which . 
the rights and interests of the many have been recognized as superior to 
the claims of the monopolizing few, to leave room for fear that any 
saccessful opposition can be made upon such grounds. We recollect, too 
well, the incidents of the great struggle in which the corn laws were 
abolished, to have any doubt that if the people of England demand a 
sound carrency, they will have it. 
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The British ParliRment is, traditionally, *' omnipotent" It can, we 
are sure, do anytliin^ that is right, which the people demand. 

But it may be asked, why sliould we interfere? ** Physician heal thy- 
self?* We reply, that we think we have good and sufKcient reaaons for 
doing so. 

Ist. Because the mixed-currency system, now so prevalent and per- 
nicious, originated in England in the estahiishment of her great bank, 
July 2 th, 10U4. Prior to this, there had been banks, but no successful 
mixed-currency banking. This bank, although it made its first susjien- 
sion within four years of the date of its charter, resumed and went 
on for a century, gradually increasing its capital from £1,200,000 
to about £11,000',000. On the 27th of^Fcbruary, 1797, at a time when 
it had acquired vast prestige and power, it again stopped specie payments, 
and remained in a state of suspension till May Ist, 1823, twenty-four 
years, two months, and three days. 

Notwithstanding the vicissitudes through which it has passed, and 
enormous mischiefs it has intlicted on the commerce and industry of 
England by its credit currency, it has, on the whole, been eminently suc- 
cessful as a banking institution, and may justly be regarded as the parent 
of all other mixed-currency banks. 

2d. Anotlier reason we give, is, that England is the center of the 
mixed-currency system ; that her power over it throughout the world is 
greater tlian that of any other nation, and therefore we may rightfully 
look to her to initate the reform. 

3d. That reform of the British currency is evidently a more feasible 
matter than that of the United States. Tlie banks of Great Britain all 
derive their charters from one source, and are amenable to one tribunal. 
In this country, we have more than fourteen hundred banks, chartered 
by no less than thirty- two independent State sovereignties, and existing 
under difterent laws and regulations. To bring all these States to act 
uniformly and simultaneously for a radical change of the whole system, 
(and no other action is of any avail,) is clearly, if not impracticable, at 
least a very difficult matter. It can never be done until the masses of 
the whole nation are aroused to the absolute necessity of the reform, 
and not alone a majority of the votes of the whole people, but of every 
one of the States, demand it. 

In England it is otherwise. Whenever its intelligent capitalists, bank- 
ers, and business men become convinced of the pernicious influence of a 
mixed currency and demand its extinction. Parliament will do it, we 
doubt not, with a very good grace. 

4th. We believe that if England were to lead off, the United States 
would speedily follow. There is a growing sentiment in this country in 
favor of the proposed change. We have no obstacle arising from the 
want of ** available capital" on the part of our banks. Almost, without 
exception, they have full capital paid in ; and loaned out, not on govern- 
ment security, but directly to the people ; so that to enable them to furnish 
a pure currency, it would not be necessary to increase their capital stock; 
although, if desirable, it would be readily done. Besides, we have an 
annual product of gold of more than fifty millions of dollars, and if only 
one-fifth part of it were added to our bank currency for ten years, it might 
be made wholly metallic, or, in other words, a paper currency resting 
entirely on a metallic basis. 
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5th The example of England would be seen and felt everywhere in the 
improvement of her trade, because,' having a high,*, e., a correct, standard 
of value, she would, other things being equal, by the simple operation of 
the laws of trade, send her products to every country whose currency was 
less valuable than her own. This would greatly extend her ct'miiierce, 
especially with nations whose currency, like that of the United States, 
bad a very low value. It would operate like a bounty on all her exports. 
All this would soon be apparent to the world, and would lead to tlie uni- 
versal establishment of a sound currency, since no people could well 
afford, in the great competition of trade, to be without such a currency. 

It may be urged as an answer to what we have heretofore said, that the 
city of Hamburg, which has a currency entirely on a mt^tallic basis, suf- 
fered as severely as any of the mixed-currency countries. The fact is 
admitted ; but there are circumstances in her case which not only fully 
explain the matter, but prove the truth of our position. Hamburg is 
banker for all Germany and the northern States, Denmark, Norway, and 
Sweden. She is always deeply involved with the United States and Eng- 
land. Her fate becomes inevitably the fate of the mixed currency coun- 
tries, with whom she has such intimate connection. When protested 
bills were poured back upon her from London and Liverpool, from New 
York and Boston, to the amount of millions on millions, how could it be 
otherwise than that she, a single city, breasting the storm alone, ** paying 
both sides of the ledger," should, however sound her currency, be crushed 
with the debts of half the world ! We extract from a newspaper pub- 
lished in tjie city of New York the following sensible remarks on the 
position of Hamburg during the late monetary crisis: — "The friends of 
paper money are pointing with exultation to the disasters at Hamburg, 
a hard-money city. They forget, or else are willfully bl'nd to the fact, that 
Hamburg is not a great country, but simply an isolated city, separa e in 
government from all those who do business with it. She has no internal 
trade, as we and all other great countries have, the soundness of which 
(in our own case especially) is of more importance to our prosperity than 
that of all other trade. Hamburg, having no trade of her own, has no 
business but that of foreign countries ; over the currency, customs, and 
laws of which she has no control. So far as her own local business is 
concerned, which can*only be the internal retail trade of the city itself, 
we venture to say that the panic has wrought no bankruptcies wov dis- 
orders. Engaged, as far as her large commerce is concerned, extilusivelv 
as the agent of other countries, she must of course suffer saJly when 
these other countries fail to pay her." Such is the fair explanation of the 
case of '* hard-money Hamburg." 

And now to return to the particular point under our notice, we think 
that the reasons we have given fully justify — nay, compel us, to look to 
England to commence the great work of establishing a sound currency. 
We hope we have shown that the measure is as feasible as it is important, 
not only to England bat the whole civilized world. We have been greatly 
encouraged to present the foregoing considerations froui the very en- 
lightened and liberal views which Lord Overstone himself has given us 
in all his writings. It seems to us that the way is already prepared in Great 
Britain for the commencement of the much-needed re.'orm. Tiiac, with 
the experience of 1857, added to what had before been gained in relation 
to the inevitable effects of an ever-fluctuating mixed currency, the 
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people of Kn^rland must be ready to umlertako some effective uieasures 
to seciiro a soiiiul and reliaMo iin'ijftary system. AVo close our extended 
remarks Uy trivin^ a hviiti synoj'i'is of tlio whole subject wo have en- 
deavored t«> pH'so nt. 

A mixed cui Ti'iK-y will, from its nature, altoruately expand and contract. 

When cxjHntdintj^ it doks mifciiikf, by raising prices, causing specula- 
tions, increasing' credits, restricting manufactures, and deranging com- 
merce. 

When czjyandcd^ it noKs no good, because. Laving raised the prices 
of all comniodilicH, it takes a j^reater amount of money to transfer them ; 
having increased credits, it takes a larger amount of money to discharge 
them ; at]<l, (!onse4|Uently, the <}emand tor money is greater than the sup- 
ply, and the rate of interest is enhanced. 

When contractivff, it does uhkat iiakm, because it occasions a rapid 
and unnatural fall of prices, a pre$)Sure in the money market, and a gene- 
ral derani^cment of trade. 

When contracted^ wht*n brought to the nadir, its lowest point, business 
is completely ]>rostratL% bankru])toy spreads over the land, and all is 
paraly:«is and stagnation. 

When exploding, it scatters ruin and dismay on all within its influence, 
and shakes the very foundations of the social fabric. 

When explodtd, when all around lies in tlio silence and torpor of death, 
it coolly and carefully gathers together its scattered fragments, and com- 
mences another (jycle of expansion, contraction, and collapse. 

There can be no safety in such a currency, since it is not, like a metallio 
ourrency, seli'-regulating, and can never be regulated. 

There is no economy in such a currency, because it costs more than it 
comes to. 

There is no convehience, or ittiiity, that cannot be secured more pro* 
fitably by a paper circulation resting on a full specie basis, and therefore 
all enlightened statesmen and business men, all sensible bankers and in- 
telligent manufacturers, all, in short, who have any interest in the common 
welfare, should join heart and hand for its extinction. 
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We took occasion in our last number (pp. 363 — 367) to republish a 
pamphlet, by a bank officer of this city, entitled " Some Objections to 
Government Demand Notes." This is a subject which eminently deserves 
the consideration of the general government, the State governments, and 
of bankers and capitalists ; indeed, we may properly say it is one of the 
most important questions that claim the attention of legislative bodies 
and of the community at large. 

From the first, the connection, agency and influence of the general 
government with the paper circulation of the country have been long 
discussed by the authorities of the general and the State governments. 

It would appear that the framers of the constitution, in view of the ill- 
effects of excessive paper circulation, were jealous of any use of credit by 
the States ; for the constitution provides that " no State shall emit bills of 
credit^^ and that Congress only shall " coin money and regulate the value 
26 
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thereof;" and although the decisions of the Supreme Court of the United 
States determine that the bills of State banks (even where the capital is 
owned by the State) arc not hills of credit^ yet the assumption of such 
control of the paper currency, and our whole experience as to the result 
of such control, demonstrate that such paper currency is pernicious, lia- 
ble to excessive abuse, and fraught with evil to the community. 

It will do no good, at this late day, to discuss tke^laxo of the subject. 
The Supreme Court having decided that the paper circulation of the State 
banks, whether owned wholly or in part, or not at all, by the State, is ' 
legal, it now remains for us to compare the advantages and disadvantages 
of such circulation with that issued by the general government. 

The author of the pamphlet before us handles ably the subject of the 
paper circulating medium, and demonstrates its dangers and S^a results. 
The points he lays down mainly are : 

\st An expansion of paper money inevitably tends, by the enhance- 
ment of prices, to the expulsion of coin from circulation and from the 
country, and to the suspension of specie payments. 

2c?. By an expansion of paper money, and the consequent advance in 
prices, the cost of the war^nd the amount of the national debt are greatly 
increased. 

3c?. There is in the expansion of paper money a tendency to stimulate 
private credit, which in time of war is especially dangerous. 

4/A. An expansion of the currency is a popular measure and especially 
seductive, because of its temporarily stimulating eflfcct upon prices, and 
the apparent prosperity which it engenders. When the peril is greatest 
and nearest its culmination, there are no striking signs of warning. 

Our whole history confirms these positions. Those who have outlived 
the lamentable revulsions of the year 1837 and 1867, bear evidence that 
the commercial expansion of the former period was clearly traceable to 
the increased volume of paper money between the years 1834 and 1837 ; 
while the more recent revulsion of 1857 may be clearly attributed to 
bank expansion and subsequent contraction. 

It is only necessary to recur to the official statistics* of the currency of 
the year 1834, before the Bank of the United States was extinguished, 
and of the year 1836-7, after the State bank system was so unwisely in- 
augurated by President Jackson, to demonstrate the contrast, viz. : 

Jan.^ 1884. Jan.^ 1835. Jan.^ 1886. Jan.^ 1887. 

Bank capital, $200,000,000 . . $ 231,000,000 . . $ 251,000,000 . . $ 290,000,000 

** circulation,. 94,000,000 . . 103,000,000 . . 140,000,000 . . 149,000,000 
** loans, 324,000,000 . . 365,000,000 . . 457,000,000 . . 625,000,000 

This sudden and unwise expansion was the sole cause of the wide dis- 
tress which accompanied and followed the suspension of March — May, 
1837. The enormous increase of foreign imports in those years 
($108,000,000 in 1833 and $189,000,000 in 1836) would never have 
taken place but for the expansion of the currency in the shape of bank 
circulation and deposits. 

The same results are recorded for the years 1856 — 1857, which were 
._^ • 

* For details see Bankess' Magazine, April, 1860, p. 792. 
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preceded by a rapid enlargement, " especially seductive," in the banking 
movement of the whole country. 

Assuming that an expanded currency ^in which we now include, by 
general consent, the banking deposits) of the banks is both a remotQ and 
a late cause of commercial distress, it is now a grave question to examine, 
1st. Whether there are more or less legal restraints upon such expansion 
now than there were in 1837 and 1857; and, 2d. Whether the partial 
use by the general government of its constitutional privilege in the crea- 
tion of a currency has a favorable oj an unfavorable effect upon the 
finances and commerce of the country. 

" Is not the creation of paper money a novel function of government 
in the present age ? No leading nation now directly exercises it. Eng- 
land and France have confined this power to banks with special capital^, 
and independent management, and under important legal restrictions. It 
certainly seems contrary to the spirit of our constitution, and is a total 
reverse of the policy of the government for the last fifty years." 

Here is a grave error which should be shown in the outset. The British 
government, in view of commercial and financial distress very similar to 
our own, and arising from similar circumstances, in the sudden creation 
of bank paper, has assumed the whole control of the banking movement 
of that country. The commercial distress of 1824-5, and of later periods 
in England, was generally attributed to the perpetual changes and fluctu- 
tions of their banking policy ; and, in consequence, the bank ch*arter of 
1844 produced a radical change in the banking movements of that 
country. By that act the creation of additional banking institutions 
was prohibited outside of London, and the then existing ones were 
disqualified from increasing their issues. Thus, the maximum of the 
circulation became fixed ; affected only, as to the Bank of England, by 
a greater or less volume of coin and bullion in its vaults ; and the pro- 
vincial circulation gradually thereafter became reduced by the occasional 
liquidation of the country banks. 

This state of things is shown in the annexed summary of bank circu- 
lation in Great Britain, which we reproduce from our last No. (October, 
1861,) p. 376 : 



CiBCULATiON OF THE Unitkd Kinodom, 1845 — 1861. 



1845. 
Bank of England, .... £ 22,015,000 

Private banks, 4,570,000 

Joint-stock banks, . . . 3,222,000 

Total in England,.... £29,807,000 
Scotland, .... 8,804,000 
Ireland, 7,'ri6,000 



1854. 
£ 20,298,000 
8,849,000 
8,078,000 

£27,220,000 
4,316,000 
6,722,000 



1859. 
£21,886,000 
8,444,000 
8,018,000 

£ 28,348,000 
4,591,000 
7,404,000 



January^ 

1861. # 
£20,076,998 
8,820,794 
2,939,985 

£26,387,777 
4,303,285 
6,912,819 



1861. 
£20,190,873 
2,974,906 
2,704,611 

£ 25,869,889 
4,053,808 
5,519,428 



United Kingdom,.... £41,327,000 .. £38,253,000 .. £40,848,000 .. £87,553,882 .. £35,448,125 

Here we see how wise was the foresight of the British government in 
1844, in assuming the sole control of the currency, and thus limiting the 
volume of bank circulation. It is, therefore, no " novel function" of the 
British government to " create paper money." On the contrary, this 
function was largely assumed during the first forty years of this century ; 
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and it was finally and wholly assumed in 1844, when the government^ 
through its creation, the Bank of England, wisely said, "no larger volume 
of paper money shall hereafter be created." It is true that the bank is 
owned by private capitalists and its profits enure to their benefit; but their 
capital in the bank is wholly loaned to the government, which, in turn, 
thereby becomes a guarantor of the solvency or the conservative man- 
agement of the bank. Tlie government can then safely, as it does, con- 
stitute the present issue of the bank a legal tender^ thus creating confi- 
dence in a national paper; but at the same time it says that no increase 
shall take place unless represented by coin or bullion in the vaults of the 
bank. 

The course of the Bank of France is also virtually controlled by the 
' g^ernment ; and its issues have thus become national, and fully possess- 
ing the confidence of the people. 

IIow different is it with the currency of this country. An unfor- 
tunate construction of the constitution has fostered the policy of inde- 
pendent action by the State governments in reference to the currency. 
The spurious doctrine of *' State rights" has wormed itself among the 
people, and one of the true functions of the general goveniment, viz., the 
sole control of the currency for the people, has been wrested from it, and 
placed with the authorities of thirty or more States; each one aiming, 
at the instigation of its own capitalists, to create as large a volume of 
bank paj)er as can possibly be sustained. Thus leaving to the prompt- 
ings of cupidity or individual profit that which should be established and 
maintained only on the broad grounds of national and public welfare. 

The inevitable results of such a mongrel, diversified and discordant 
series of legislative movements must, as the " Bank Officer" most clearly 
demonstrates, end in " a suspension of specie payments." It was so in 
1819, in 1837, in 1840 and in 1857 ; and it will be so for all time to 
COME, unless the general government properly assume its legitimate and 
clearly-defined functions to control the currency, and thus afford a na- 
tional circulation equivalent to a legal tender ; or, unless the banks of the 
whole country unite in the adoption of a sound policy, as has been done 
recently by the banks of this city, by insisting on a liberal basis of coin 
against their cash liabilities. 

** The banks in the three cities have formed themselves into a confede- 
ration, pracf^cally corresponding to the constitution of the governmenty 
making together substantially one institution for the purpose of the na- 
tional loan, with an aggregate capital of one hundred and twenty mil- 
lions of dollars ; while each bank, as usual, conducts its special affairs." 

Now if this policy of the banks of this metropolis be a sound one, in 
projctically constituting themselves one institution, by making common 
cause of their specie reserve, why not apply the same sound rule to the 
banks of the whole State, and merge the whole three hundred moneyed 
institutions, practically, into one, so as to prevent unnecessary inflation on 
the part of one or more ? 

And if this rule, thus enlarged, be sound, why not make the fourteen 
hundred banks of the country practically one institution, thus forbidding 
unwise expansion of its circulating notes and credits, and making the 
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specie reserve of the whole country one basis of action? the issues to be 
contracted pro rata with the contraction of the reserve. 

This is practically the doctrine of the New-York Board of Currency, 
whose policy is now so vigorously and so effectually applied to tjie fifty- 
four banks of the city, but which policy was so pertinaciously opposed 
by the Importers and Traders^ Bank, the Greenwich Bank and some few 
others in New-York, and by the four Albany banks which failed this 
year, holding $41,000 in specie against $2,600,000 (! !) of cash liabilities.* 

Our " Bank Officer" perhaps concedes raore than he at first intended, 
when he says that the combination of New- York city banks " practically 
correspond to the constitution of the government," and that 'the paper 
issued by the government " is all-controlling, has unbounded confidence 
of the people, and the moral power to compel its circulation." 

It is this very idea of safety which renders the government notes le- 
gitimate and acceptable at all points of the Union, while the local bank 
paper has not, frequently, the quality of soundness or reliability to re- 
commend it. 

On the other hand, the proposition that " bank paper is not liable to so 
great expansion as government; and is limited by law, by securities 
pledged for its redemption, by public vigilance and apprehension," is not 
substantially sustained. Our own experience in the State of New-York 
establishes the fact, that there are frequent and severe fluctuations of the 
circulation, and occasional losses from the failure of banks of issue, which 
are not limited by law, but, on the contrary, are too eager for large profits. 
The adoption of mortgages as a basis of issues is full of danger, tending 
to undue expansion and to loss. But New-York is among the best of 
the free banking States, and her worst features have been adopted else- 
where. Within the. current year, 1861, there have been numerous 
failures among the free banks of Illinois, Indiana, Wisconsin, Missouri 
and Minnesota, and the holders of their bills have been compelled to sub- 
mit to a loss of ten to fifty per cent. The Auditor of the State of Illi- 
nois now gives notice of his readiness to redeem the bills of certain sus- 
pended banks in that State, at rates ranging from fifty to sixty cents 
per dollar ; the holder sustaining a heavy loss thereby, although the bills 
were supposed to be secured according to law. 

While we thus record the annual and the monthly suspensions of bank- 
ing institutions which, without adequate restraints, entail heavy losses 
upon the community, we are. admonished by the fathers of the republic, 
as well as by more modern minds, of the dangers of bank paper. These 
dangers are not confined to the community, but exist also for the stock- 
holders. 

Mr. Van Buren comments upon the severe revulsions during his own 
administration, as induced *' by excessive issues of bank paper." 

Mr. Nathan Appleton says, " it is a tremendous power, that of in- 
creasing or diminishing the circulating medium of the whole country." 

Mr. Alexander Hamilton said, (before the Supreme Court decisions, 
sustaining Idtal bank paper,) " the emitting of paper money is wisely 

prohibited to the State governments." 

» 

* See Bankkbs' Magazine, July, 1861, for official returns to this effect. 
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Mr. Jefferson haa said, "paper money, * * by breaking up the 
iDcasurcs of value, makes a lottery of private property." 

Mr. Madison said, in 1816, just prior to the resumption of specie pay- 
ments. " it is essential to every modification of the finances that the 
benefits of a uniform national currency should be restored to the com- 
munity." 

Mr. TooKE, an eminent English writer, has said, " in every civilized 
country, supplying and regulating the circulating medium is a Unction of 
the sovereign prerogative." 

Mr. Wilson G. Hunt expressed volumes when he said, " what has 
been, may be expected to occur again ; and as long as the present system 
be in existence, we shall be subject to calamities similar to those of 1837 
and 1857." 

We thinlftt can be demonstrated that the stability of commerce and 
the safety of private capital in banks can be secured only by depriving 
individuals, and associations of individuals, of the power of creating, en- 
larging or contracting the currency. 2. That the benefits, if any, arising 
from a paper circulation, should enure to the government and not to in- 
dividuals. "3. That the power delegated by the constitution to Congress 
only, " to coin money and regulate the value thereof," embraces the 
power to control exclusively all representations of moneys whether in the 
shape of paper or of coin. 4. That the paper circulation of the whole 
country can never be placed upon a reliable basis by individual State 
legislation ; but to secure uniformity, reliability, confidence and redemp- 
tion beyond contingency, must emanate only from the general govern- 
ment, become a legal tender, and be issued upon sound principles of 
finance. 

Finally, that unless such a radical reform be produced, we shall never 
be free from the liability to a recurrence of commercial and financial re- 
vulsions and losses. That to the people only, through their representa- 
tives at the seat of the general government, belongs constitutionally the 
power to create a circulating medium for the country, and that the wel- 
fare and the fame of the whole people, as one nation^ cannot be secured 
without keeping this power in the hands of the people or their representa- 
tives. 

In coming to correct conclusions on this great national question, we 
must abstract ourselves from our private and special interests as " bank 
officers" or bank stockholders, and place ourselves upon the broad basis 
of national credit. We must lose sight of the temptation to individual 
profit, and deny to favored classes those rights which cannot be delegated 
to all. Conceding that the right to create paper money is unsafe in un- 
wise hands, and liable to abuse, we must acknowledge that the power 
should remain with the people in their representative capacity. 

The largest moneyed institution in the country has wisely relinquished 
a right to issue paper money, and has liquidated its liabilities in this 
shape : concluding that eventual profit is better secured without using a 
power pronounced by wise men as unsafe — and we hope*to see the day 
when the general government only will be entitled to the exercise of this 
privilege. 
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Alchemy at one time occupied a high place among the occult sciences, 
and the most learned and ingenious men made it the study of their lives. 
Observing that the composition of diflferent metals produced masses of a 
color unlike either of the ingredients, as, for example, that a mixture 
like gold results from melting together copper and zinc, they very natu- 
rally arrived at the conclusion that one metal could be changed into 
another ; that the baser metals could be transformed into gold and silver. 
To do this, the ancient alchemists thought it only necessary to find a 
substance which, containing the original principle of all matter, should 
possess the power of dissolving all its elements. This was their great 
ideal ; for this they sought with most unwearying assiduity and persist- 
ency for centuries. The opinion they had adopted was so plausible, 
the object they sought so desirable, and the apparent advances made, 
from time to time, toward its attainment were so great, that though a 
thousand times baffled, they could never relinquish their golden dreams. 
For more than thirteen centuries, from the third to the sixteenth at least, 
alchemy maintained its position in the schools of learning, and only 
gave way to sound science as the real truths of chemistry were discov- 
ered. And even then, it may be said, so far as the great desideratum of 
transmitting the baser into the more precious is concerned, only to ap- 
pear in another form, adapted to the altered condition of a more advanced 
civilization. 

There is a modem alchemy which secures as strong a faith, as earnest 
and persevering efforts as did the ancient, and the alchemist of t0:day is 
as sure of the truthfulness of his idea, and the final success of his experi- 
ments, as his prototype of five or fifteen centuries ago. That paper may, 
by some marvellous solvent, some menstruum universale, be made into 
gold, or that which in fact is better, is as earnestly believed now as was 
Uie existence of the philosopher's stone aniong the early adepts of the 
hermetic art. 

Our modem manipulators 'are as skillful as ever were those of past 
times, and, we may add, as successful, too. They come just as near 
changing paper into money as ever the old alchemists did to transmuting 
copper and zinc into a more valuable metal, and we are as much bound 
to believe in the truth of their alleged achievements now as we are to be- 
lieve that the famous Pope, John XXIL, " changed 60,000 pounds of 
quicksilver into pure gold for King Edward I." 

It seems quite surprising to us that a theory so absurd as the one re- 
ferred to should have commanded the assent of th^ learned world for so 
long a period ; but it is not more strange than that a perfectly cognate 
idea should possess the public mind at the present time. The problem 
that alchemy proposed to solve was of the deepest interest to the indi- 
vidual who should accomplish it, and was, doubtless, supposed to be of 
the greatest interest to mankind. Political economy, or the laws of 
wealth, were then unknown, and the ancients were not aware that when- 
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ever gold, by any contrivance, could be created at a trifling expense, it 
would of necessity have so little value as to be useless as money. So, at 
the present time, our alchemists, who would supply the world with paper 
money ad libitum^ fail to see that just in proportion as the amount of 
what is adopted as money is increased, its power is decreased, until at 
last even paper might prove too bulky and ponderous. 

The ancients failed to discover the fact that gold was one of the origi- 
nal elements of nature, and that no possible operation of the crucible 
could produce it. So, in modern times, those who fancy they can by 
some ingenious expedient substitute an article without value for one tbat 
hcu it, and cause it to perform the same functions, are in pursuit of an 
object that can never, by any possibility, be attained. Gold may be dug 
out of the earth by labor, and then it will have value, and will form a 
proper material by which to measure the value of any and every other 
object that also costs labor. It is the large value contained in a small 
quantity of gold that so wonderfully adapts it to use as money. A sin- 
gle ounce of it will ordinarily purchase or command in exchange fifteen 
or twenty bushels of wheat on the plains of Illinois. . Paper can never 
do this, except by promising to pay gold. Paper never pays for any- 
thing. When A. has sold his wheat for paper money, what has he got ? 
His pay ? certainly not. lie has got, to be sure, what he accepts as 
pay, but that it is not itself his pay would very clearly appear should the 
bank fail before he was rid of its notes. What he really receives is the 
promise of the bank ; and such promises to pay are merely evidence of 
an unfinished contract All credit is of this sort ; notes or obligations 
to pay a value, whether given by a bank or by an individual, are merely 
the evidence that certain contracts have been made but arc not fulfilled. 
These evidences may pass from hand to hand in exchange for commodi- 
ties, or in discharge of debts, but they are never paid until a value has 
been given for them by the promisor. *The more these promises are 
issued, the more actual money will sooner or later be required to dis- 
charge them. These promises perform perfectly well one function of 
money, viz., that of a medium of exchange ; that function by which pro- 
perty is conveyed from one person to another. But the remaining equally 
important function, viz., that of measuring^ value, or acting as a standard 
or measure of value, they cannot perform at all, for the very obvious rea- 
son that they possess no value themselves. They may be very good 
promises ; they may be based on the best of securities, but what of all that ! 
They lack the element of value, and, of course, cannot measure or truly 
determine the value of any commodity whatever. 

This may be seen if we will suppose a community, with a specie cur- 
rency of $100,000, and that this is just adequate to their wants. Now 
issue a million of dollars in paper money, and put it into circulation with 
this specie at par. , What would follow ? As there is now ten times 
more money than before, and only the same amount of commodities to 
be exchanged or measured, the prices of all commodities must rise. 
How else could the million of new money be used ? Money is good 
for nothing except for purchasing commodities or paying debts, and 
these items of demand remaining the same in amount, and the money 
being increased tenfold, a corresponding rise of prices is inevitable. 
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This would seem to be plain, yet it is pot understood. Men are so 
excited by the anxious desire and the seeming possibility of getting a 
substitute for specie, that, like the old alchemists, of whom it may be said, 
in language once applied to a very different subject, that — 

" What ardently they wished they long believed, 
And disappointed still, were still deceived," 

these, too, persevere with their experiments, and, notwithstanding all 
the disasters and monetary convulsions which the attempt to substitute 
promise for performance has caused, we find them still in hot pursuit of 
the philosopher's stone of the nineteenth century. 

A new professor of this modern alchemy has just made his appearance 
before the public, and challenged its attention in a pamphlet of some 120 
pages, entitled "A New System of Paper Currency," by Lv bander 
Spooner, published at Boston. 

Mr. Spooner belongs to the legal profession, and is quite well known by 
his writings on constitutional law. His opinions on questions connected 
with his profession, we believe, are regarded as entitled to much respect. 
He now enters a new field, and presents a very complete, and, we may 
add, a very elaborate plan for establishing a currency which, he is sure, 
will meet the wants of the public, and may be issued in any quantity 
desired, however large. 

The character of this currency is clearly set forth in the first two sen- 
tences of the work, which we here quote : 

•* The principle of the system is, that the currency shall represent an 
invested dollar instead of a specie dollar." 

" The currency will, therefore, be redeemable by an invested dollar, 
unless the bankers choose to redeem it with specie." 

The bare description of this system of currency in detail, and its ex- 
pected results, cover sixty pages of the work. 

We cannot, of course, give even an abstract of it, but will endeavor to 
present, and we hope correctly, the leading idea of the system. 

The capital is $100,000, in shares of one dollar each. The stockholders 
give their several notes according to the amount of the stock they wish 
to hold, which notes are secured by mortgage on reliable property. 
These notes are to bear interest at the rate of seven per cent, and are 
made payable at the term of twenty years. The notes thus given are the 
property of the banking company, and constitute what the projector calls 
the Productive Stock ; and this stock forms the basis of security on which 
the circulation, called Circulating Stock, rests, and which consists of 
certificates in the sum of one dollar and upwards. These certificates 
read as follow : • 

" Be it known, that the bearer is proprietor of five shares in the Circu- 
lating Stock of the Boston Banking Company, which shares are of the 
nominal value of ^vq dollars, and are entitled to be received at that 
value in payment of any debts due to said company, and also, to be re- 
deemed by the transfer of Productive Stock, or otherwise, according to 
the provisions of the articles of association of said company, which bear 
date January 1st, 1860." 

Signed by Trustees. 

Countersigned by President and Secretary. 
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The notes or certificates Jbus created are to be issned by discoanting 
notes, bills of exchange, <fec., as done by other banks. By this operation^ 
the borrow^ is to get the use of these notes by paying six per cent., or 
the current rate of interest, and the stockholders, that is, those who 
hold the so-called Productive Stock, will get the profits arising from the 
interest paid in upon the loans of the bank, minus the expenses of the 
institution. Whatever this amount may be will be clear gain to the 
aforesaid stockholders, as what they nominally pay as interest on their 
Productive Stock will also come back to them in dividends. 

This statement, wo think, presents a general idea of the objects of the 
proposed " New System of Currency," and the manner in which it is to 
be issued and used. It will be seen that it is intended to be wholly a 
credit currency ; no specie is contemplated at all. The great desideratum 
is supposed to be attained by the security given for the ultimate pay- 
ment of the notes, as they are made lawful tender for all payments made 
to the bank, and also for the purchase of its stock. This last considera- 
tion makes it certain that, for the specific purposes namedy they will al- 
ways be equal to par. 

The projector, naving given a full outline of his project, very naively 
remarks, " The system is plainly practicable, provided the currency will 
pass. The only question, then, is, whether the currency will pass ?" 

Very good ; that is the question. Will the public wish to borrow this 
currency at the usual rate of interest, and then accept it at par in pay- 
ment of all values transferred ? IIow shall we more readily decide that 
question, than by getting a view of what would be the natural operation 
of such a currency so far as we can reasonably anticipate ? Let us sup- 
pose a case : 

A bank on this principle is established and now ready to commence 
operations : Farmer Brown goes to the bank and offers his note for 
$1,000, on twelve months, secured by mortgage on his farm, well worth 
twice the money. The bank discounts one year's interest, $60, and 
lets him have $940 of the " new currency." What will Farmer Brown 
do with it ? He proposes to pay his neighbor. Smith, a note he owes 
him, for $300. Mr. Smith, on seeing the money, hesitates, and asks 
whether the Cocklefield Bank will receive it, as he has a note to pay at 
that institution in a few days ? Mr. Brown does not know how that is, 
but will ascertain. He inquires, and is told that such currency will be 
of no use to that bank, because it will not be received in redemption of 
their own notes or bills ; nor will their customers accept such money as 
loans, inasmuch as they all want money that will be acceptable every- 
where, and which, if netful, will command the specie at once. No 
other bank, for the same reason, will accept this kind of money. 

Farmer Brown thus finds, that to pay debts at bank this currency will 
not pass. But perhaps he can pay a note for $200 which he owes 
Widow Pkrkinb, because, as she will at once put the amount in the 
savings bank, it may make no difference to her. He proposes to pay 
the widow, but she demurs until the savings bank has been consulted. 
Will the treasurer of the bank accept this currency ? No. And why 
not ? Because the bank receives money only to loan out again, and 
such currency will not be accepted by those who borrow. Farmer 
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Brown recollects now that he owes the grocer of the village $100 for 
sundries had and received, and offers to make him a payment on account. 
The grocer, a kind, obliging man, hesitates a little, says he would be glad 
to accommodate, but he don't know whether his creditors in Boston will 
accept this money in payment. He will not absolutely refuse, but will 
take it on condition that the dealers in Boston will receive it. This is 
agreed to, and the money is at once forwarded to the city. By return 
of mail the grocer receives an answer, from which we make the following 
extract : 

"The 8100, *new currency,' you sent us, we cannot accept on your 
account. The banks will not receive it, and alkour notes are payable in 
bank. Nor could we remit to the West Indies, or any other foreign 
country, in payment for our imports. However current it may be in this 
country, and however safe it may be, it can never be received at par, if 
at all, in a city whose trade is foreign as well as domestic, for domestic 
bills are paid through the bank, and foreign balances are, and always 
must be, discharged by specie, which this currency does not even prom- 
is|^to pay." 

Farmer Brown is informed that the $100 has been returned, and is 
subject to his order. 

What use can the good farmer make of his money ? It was easily ob- 
tained ; it does not seem to be so easily got rid of. But perhaps he 
can buy farm stock with it. He will try. He visits one of his neigh- 
bors and proposes to give $80 for a yoke of steers. The neighbor is 
quite satisfied with the price, but cannot take the new currency unless 
the wheelwright, whom he owes for an ox-wagon, will accept it. He 
goes, accordingly, to the wagon-maker, puts the question, and receives 
for answer, " Y^s, if Mr. Grant, the grocer, will take it from me." This 
spoils the trade, for it is already ascertained that Mr. Grant can do 
nothing with it. This is truly discouraging ; cannot Mr. Brown pur- 
chase land with it ? The experiment is made. Mr. Simpson, near by, is 
a rich, hard-faced man, but has a great deal of land he would like very 
well to part with, at a good price. Mr. B. makes the proposition; 
tells Mr. S. that the money he offers him is unquestionably good ; that it 
is perfectly secured by the best of mortgages, and, being receivable for 
all sums due the bank, will certainly be wanted, as there is no more 
money of this kind issued than what is due the bank. Mr. Simpson looks 
into the matter. He sees, that taking this money will really be selling 
his land on credit ; but he can wait, and besides, if he gets a round price 
for the land, he can afford to make a discount on the money if necessary. 
He is shrewd enough to know that he will probably have to do the lat- 
ter, because, though there is no more of the " new currency" in circula- 
tion than the amount due the bank, yet, as every one who holds this 
kind of money will be desirous to turn it at once into cash funds, and as 
all the debts due the bank are payable at different periods for a long time 
to come, there will always be more sellers than buyers of this kind of 
money, and, consequently, it will always be at a discount as compared 
with specie. Mr. Simpson, however, fixes a price upon his land which 
Mr. Brown thinks quite too high. Mr. Brown, now in rather a pensive 
mode, begins to soliloquize, " Will this * new currency' be of any advan- 
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tagc to me ? I have paid t60 for the use of t940 for a year ; can I make 
any disposition of it that will be equivalent to the interest paid ? I cannot 
pay a debt with it, or purchase any good property which I may want ; 
and to buy land which I don^t really need, and pay a good deal more 
for it than it is worth, does not seem to be very judicious. What can I 
do with it ? If I keep it on hand it will pay my note when due, with 
the aid of $60 of good money ; that is certain ; but I shall lose the year's 
interest. I might also purchase the stock of the bank with it at par, but 
that don't seem to be an (fbjcct ; if the * new currency^ is so difficult to 
get rid of, the stock of the bank will not be very profitable. On the 
whole, I think it will b% most advantageous to keep the money till I am 
called on to pay my note at the bank." Farmer Brown, at least, is now 
able to answer the question proposed by Mr. Spooner, " Will the cur- 
rency pass ?'' lie has tried it and found out just how it will pass, and 
what it is good for. lie has found that it is not entirely worthless ; he 
could exchange it for unsaleable property ; he could, in fact, trade it off, 
like any other article of barter ; but as money, as that which was equiva- 
lent to the specie, as that for the use of which he could afford to^ay 
interest, he has found it altogether deficient. And has not the experience 
of Farmer Brown, which we submit as a fair and unexaggerated statement 
of the character and results of such a currency, clearly and conclusively 
shown that it can be of no advantage to the public to be furnished with 
a circulating medium of this description ; that there can 6e, in fact, no 
possible utility in it ? 

But perhaps the learned projector may say in reply, " But, if such a 
currency were universal through the country, if it were made as plenty 
as I have estimated it might be, and if all banks dealt in the same kind 
of currency, then it would pay all debts and purchase all kinds of pro- 
perty at a fair value." Let us see how far that proposition is true, 

Mr. Sfooner says, (page 17,) that "the system admits of competition 
limited only by the real property of the country." That is to say, that 
this currency may be extended just so far as there is real property to 
form the basis. Now, of such property, there is in the United States 
at least $10,000,000,000, and, of course, we might have just so much of 
the " new currency." Our present mixed currency, circulation and de- 
posits amounts to about $450,000,000. So that of the new currency 
we might have more than twenty times as much as of the present. What 
would follow if ten thousand millions, or half that sum, of such currency 
were issued ? Would it be at par with specie, or any currency redeemable 
on demand by specie ? Certainly not ; not even one million, or one 
hundred thousand dollars of such money could be issued without being 
soon at a discount. But if it could be kept in circulation at par, what 
would become of the specie of the country ? Would not all prices be 
correspondingly raised, our exports diminished, our imports increased 
enormously ; and then with what should we pay our foreign balances ? 
But we need not contemplate any such contingency, because it is im- 
possible that a purely credit currency should be kept at par, even with a 
mixed currency. It would decline in relation to specie just in propor- 
tion to the amount issued. It would be, in truth, useless as money, and 
the whole project, however plausible, would be found utterly impracticable. 
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Why, then, it may be asked, take any notice of such currency? Be- 
cause, absurd and preposterous as it may be, the great mass of the people 
in this country, as well as in Europe, have a vague but very strong belief 
that such a currency is practicable, nay more, it is their beau ideal of a 
currency ; a currency that costs nothing^ and is perfectly secure, and can be 
had in any quantity,^ We speak deliberatelj^hen we say that there is 
a general feeling of tkis nature pervading all communities in which any 
kind of paper money is used, Mr. Spoonee, on this question, is really a 
representative man, and truly expresses a class of ideas very prevalent 
among people of great respectability, and who are on other subjects 
highly intelligent. 

When we say that Mr. Spooner's project is preposterous, we do not 
regard it as saying anything peculiarly derogatory to him. He is an able 
jurist, but has no practical acquaintance, we conclude, with business 
affairs, nor any knowledge of the real nature of money. We say this, 
because it seems to us that if he had either he would never present a sys- 
tem so utterly impracticable and un philosophical. 

One thing we cheerfully accord to Mr. Spo oner's system — it is an 
honest one. Here is no fraud, no deception. It makes no promises that 
it cannot fulfil. It does not profess to be convertible into specie. It is 
the best transmutation project we have seen. Mr. Spooner, however, 
can, we think, make no claim to originality, so far as the general princi- 
ple is concerned. The famous bank of John Law, in France, was essen- 
tially of the same character. The Land Bank, projected in the Colony 
of Massachusetts, in 1740, but defeated by the opposition of Governor 
Belcher, was founded on the same principle. This bank is alluded to 
in an ** Historical Account of the Massachusetts Currency, by Joseph B. 
Felt, Boston, 1839," which may be found in the Massachusetts State Libra- 
ry, and is described at length in a small volume, which, according to the 
recollection of the writer, may also be found in the same collection. And 
the Socialists have full faith in a currency of this description, and believe 
they shall be able to supply the world with money at an interest of one 
per cent., or the mere expense of issuing it,. They boast that they " can 
annihilate interest," 

A disciple of Proudhon, and one of his ardent admirers, introduced a 
petition into the legislature of Massachusetts, a few years since, for a 
Dank very similar to that of Mr. Spooner, that is, it was a bank relying 
wholly on the security of its currency, because it was based on land 
mortgages, and the notes were not to be redeemable in coin, but receiva- 
ble for all sums due the bank. Every farmer who wished could, by this 
project, mortgage his estate and get* a supply of the currency. The 
measure was very properly rejected by the legislature, for, though such 
a scheme could never have succeeded, the experiment would have been 
attended with great hazard and loss to all concerned in it. 

An additional evidence of the universality of the idea that by some 
legislative alchemy paper may be made as good as gold is found in the 
fact, that no sooner had the new Confederacy of the Southern States been 
formed, than a project was brought forward in the Memphis Appeal 
for a."national mint to coin paper money." The general features of 
this scheme are, that the government shall coin $120,000,000 to take 
the place of an equal amount of bank notes and gold, which the writer 
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supposes to form at present the currency of the Confederacy, and the 
government paper is to be limited to this amount at the commencement; 
but, as the writer has satisfied himself that the currency of those States 
naturally increases in volame at the rate of $11,000,000 per annum, he 
proposes that the government shall issue that amount and no more ; and 
then, he thinks, there wiJ^be no greater quantity of money than under 
the present system, and, otcourse, it will retain its f)ar value. This sum 
of $1 1,000,000, which the government is to create each year, the projector 
supposes will be sufficient to meet -all the expenses of the Confederated 
States " if there is no war," and that they will be able to support govern- 
ment without taxation, and at once realize their beautiful vision of free 
trade. The projector of this scheme seems to anticipate that there may 
be some practical difficulty if other States and nations should not recog- 
nise this " paper coin" of the Confederacy, but he puts that matter to 
rest as follows : " It may be urged that the world will not recognise your 
currency. If you initiate it the European powers will not only recognise 
it, but they will adopt it very soon. It is a manifestation of your power 
not forbidden by international law, and no nation has a right to question 
it. Besides, you can compel a recognition of it. Remember, you control 
the worlds and control it without armies and navies." 

So we see what Europe and the rest of mankind have got to do. They 
must accept the " paper coin" of the Confederacy at once. 

This currency, like Mr. Spooner's, is an honest one ; that is, there is 
no deception about it. The government stamps a piece of paper $50, 
but it docs nothing more. It does not promise to redeem it with any- 
thing whatever. It is to go with circulation by the fiat of government, 
and the world must accept it. It is much like the forced paper circula- 
tion which has, at different times, been issued by the despotic govern- 
ments of Russia and Austria. 

Many schemes of the same kind have at different times been presented 
to the attention of the world, but none of them have been more complete 
in detail, or more systematically arranged than that of Mr. Spoonbr, yet 
his currency will not " pass." And what is still more, it would do great 
mischief if it did. Fortunately for man, at no time and in no place can 
the great laws of nature be changed or successfully contravened or 
evaded. They are all " very good," and the wisdom of man consists in 
ascertaining what those laws are, and in conforming his own legislation 
to them. When he does this he is in the right path, that which promotes 
his highest well-being. "When he runs counter to these immutable laws 
of the Creator he is sure, in the end, to do himself harm. 

The mixed currency of the present day is a most ingenious attempt to 
secure a cheaper kind of money than that which has the element of value 
full and perfect. With what success we have abundant evidence. The 
constant fluctuations, the occasional revulsions, the terrific periodical 
explosions of all credit, show most strikingly how impotent is the attempt 
to counteract the great law of value. 

The alchemy of a mixed currency is, in truth, more delusive and detri* 
mental to the public than that of purely credit money, for the reason 
that the latter will at once depreciate to its just value unless sustained 
by despotic power compelling its circulation, while the latter will be 
accepted as money at par until the banks suspend their specie payments, 



1861.] Modem Alchemy. 415 

and then a great loss falls upon the community in the shape of exchange. 
Yet this is the smallest of the eVils of a mixed currency. The chief diffi- 
culty is, that the issue of this kind of currency inevitably expands the 
credit of a country so enormously, and so deranges its trade, that revul- 
sion and bankruptcy follow as certain and necessary consequences, and it 
must be withdrawn from circulation at the veiy moment when most 
needed, leaving business men to pay their debts without the means of 
doing so. 

The experience of last November and December was very instructive 
on this point. Louisiana, with 40 per cent, of specie, went through the 
immediate crisis without suspension, or any great contraction of facilities 
to the Jbusiness community, while Illinois, with only 2^ per cent, of coin, 
succumbed without a struggle. How could she do otherwise? Her 
banks had jJtomised forty dollars to every dollar they possessed, and when 
called on to convert their currency into specie, they stopped payment. 
The universal derangement and stagnation of business throughout the 
whole country, which the mere threat of secession occasioned, in No- 
vember last, was a terrible illustration of the danger to which a currency 
consisting, on the average, of four-fifths of mere credit, must always be 
exposed when any great emergency occurs, impairing general confidence. 
And now, when war has actually taken place, how great are the disadvan- 
tages of having so unreliable a currency, how ruinous are the. exchanges 
with the suspended States, whether at the South or West, and how 
greatly is the strength of those States impaired in a military point of 
view, which, at the commencement of the struggle, had but a small pro- 
portion of specie in their circulating medium. 

Nothing can be more demonstrable than that all attempt at " transmuta- 
tion," every departure from a sound currency (one that has full value in 
itself) is an injury done to the great body of the people, without a cor- 
responding advantage to the parties who issue it. Yet so powerful is 
habit, so accustomed have we become to the use of promises instead of 
value, so completely do we identify paper with specie, that we receive 
with the greatest incredulity the idea that the former is not just as good 
as the latter. 

Such is indisputably the condition of the people of this country. How long 
it will be so no one can determine, yet that a change for the better is before us 
we may be certain. The frequent recurrence of those sudden and violent 
contractions which have taken place within a few years, is doing much 
to arrest attention and excite inquiry. Men begin some^^hat to under- 
stand that a mixed currency, having a large proportion of specie as its 
basis, is more reliable than one that has a smaller support of value, and 
they have only to follow out that idea to its legitimate conclusion, and 
they will be satisfied that it is perfectly impracticable to transmute paper 
into gold to any extent or degree- whatever, and that all attempts to do 
80 (beneficially to the trade and commerce of the world) are as absurd and 
futile as the efforts of the old alchemists to chaitge the baser metals into 
the more precious. Gold and silver exist in amply sufficient quantities 
to answer all the natural demand there is, or ever can be, for money, and 
no transmutation of them, either by the chemist or the mixed currency 
banker, can possibly add to their value or utility. 

Bat while wo should use the precious metals only as money, we may, 
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and, for convenience, sboald substitute paper for tbe circulation of tbem ; 
but such paper should always be the representative of an equal quantity of 
the actual specie in the bank from which it is issued. No man of practi- 
cal sense expects that so thorough a reform can be effected at once. It 
must be approached by degrees. A gradual but constant increase of 
the proportion of specie to currency is what should everywhere be in- 
sisted upon. 

The more that point is secured the safer will be the monetary system, 
and the greater the prosperity pf trade ; and the final result cannot fail 
to be the establishment of a perfectly reliable and satisfactory currency 



STATE BILLS OF CREDIT. • 
Decisions of the Supreme Court of the United States. 

In reference to " bills of credit" the Supreme Court of the United 
States has decided that the paper issued by a State must, to violate the 
constitutional clause, be intended for circulation on the credit of the 
State, for ordinary purposes, as money, and be redeemable by the State 
at a future day. (4 Peters' S. C7. Reports, 410, 431. \\ Ih. 2b1, 10 
Howard, 190, 206.) 

Loan-oflSce certificates, issued in pursuance of a statute of Missouri, 
receivable at the State Treasury for taxes or debts due to the State, and 
for the redemption of which the faith and funds of the State were pledged, 
are bills of credit. (4 Petern' S, C, Reports, 410, 432, Craig vs. The 
State of Missouri. Johnson, Thompson and McLeai:, dissenting. 
8 Peters, p. 40.) The dissenting judges thought that as they were 
issued to borrow money, were promises to receive and not to pay, were 
not made a legal tender, bore interest, and that a fund had been provided 
to redeem them, they were not bills of credit. 

The bills issued by the banks of the Commonwealth of Kentucky 
are not bills of credit. (11 Peters, 267, Briscoe vs. The Bank of the 
Commonwealth of Kentucky. Story and Thompson, J., dissented. 

Nor are the bills of the Bank of the State of Arkansas, to which the 
State furnished all the capital, received all the profits, and the notes of 
which were receivable in payment of the debts of the State. (10 How- 
ard, 190, 206, Woodruff vs, Tapnall. 16 Howard, 304, 317, 318.) 

A bill of credit emanates from the sovereignty of the State, and its 
currency rests on the faith of the State, and on which the State cannot 
be sued. (13 Howard, 17.) 

The State Bank of Alabama was founded on capital raised by sale of 
the State bonds ; the State owned all the capital, was to receive all the 
profits ; half the capital was deposited in specie for redemption of its 
notes; it was managed by directors selected by the legislature, and lia- 
ble for over-issues ; it hid power to issue notes, to discount, and do other 
corporate banking duties, the credit of the State was pledged for the 
ultimate redemption of its bills, which were promises to pny by the bank, 
and were signed ]t)y the president and cashier. It was held to be no 
violation of the clause of the constitution. 13 Howard's S, C, Reports^ 
12, Darrington vs. The Bank of Alabama. Gribr, J., dissented. 



NAMES OF PRIVATE BANKERS 



AMD OTHEBS, 



liose Cards (with their references) may be fonnd on the cover of " The Bankers^ 
Magazine," or "The Merchants and Bankers' Almanac" for 1861. 



B^r-Tork> nffnt. liife Inanr. Co« 

^* Oaardian Life Insurance Co. 

** New-York Life Insurance CJo. 

" Mutual Benefit Life Ins. Go. 

" Bk.of British N. A. {Agency.) 

** N ational Bank Note Go. 

** American Bank Note Go. 

** Bradstreet's Reference Guide. 

^^ D. Plumb & Go*8 Bef. Guide. 

•* Coleman & Co., Whl T, 

** ........Duncan. Sherman &Ca 

** Samuel Hallett & Co. 

** Peters, Campbell & Co. 

** £. Morrison, 17 Nassau. 

** Schuchardt & Gebhard. 

** Merklee & Thatcher. 

*^ Locke & Craigie, Plumbers. 

*^ ........ Taylor Brothers, Bankers. 

•« Wm. A. Wheeler. 

Reneva, Schell & Hemiup, Bankers. 



;«■••— B«at«ii, . .11 urnctc, 1>rake & Co. 

" " ..Chickering&Sons. 

" " ..Walker. Wise A; Co. 



»nH* — NefT-naren, W. W. Brcoui 



Mm Philada.y....1>aTia & Birney. 

•* Work, McGouch & Co. 

** Peterson & Brothers. 

Bradford, £. P. Steers & Co. 

PiUsbnrgh, N. Holmes & Son. 

** Semple & Jones. 

BcrsntOD, ...Mason, Meylert it, Co. 

** Geo. Sanderson dE Co. 

Towanda, Bnssell & Co., B. S., 



[d«— Baltimore, Johnston Bros. & Co. 

'' MoKim & Co. 

** Brothers McEim. 

** John S. Gittings ds Co. 



Taali.CItT liO^ria Johnson & Co. 



a.— Fred'bnrg,. Franklin Slaughter ds Co. 

Kiohmond, William B. Isaacs ds Co. 

•• C. W. PurceU dB Co. 



al.— 8acranientO)Thoa. 8. Fiske & Co. 

Ban Francisoo,. Tallant & Wilde. 



11«— Chicago,.... A. C. Oertel. 

Ohieago. A. C. Badger dc GOb 

GarltnTllle, Chesnut & Dubois. 

Molina, Gould, Dimook d; Co. 

Ottawa, Eames, Allen A Go. 

Qolney, Qoinoy Savings ds Ins. Cow 

** Moore, Sherman dE Ca 

Boeklbrd, MLane,SanforddcCo. 



Springfield, N. H. Bidgely ds Co. 

'* J. Bnnn. 



Ind. — Richmond, Morrisson, Blanohard ds Oo* 



lo.— Cedar Bapida, Carpenter, Sttbbs ds Co^ 

Clinton Budd & Baldwin. 

Davenport, Macklot, Louis A. 

Fairfield, Bemhart Henn ds COb 

Fort Dodge, Charles A . Sherman. 

Iowa City, J. H. Gower dc Co. 

Keokuk, Wm. Thompson ds COb 

Sioux Gity, Weare ds Allison. 



Ky.— IiOnisYille,..Tncker A Co. 



mich.— Battle Ck., lioyal C. Kellogg. 

Ann Arbor, 11 ale dc Smith. 

Niles, B. C. Paine. 



JHo.— Independence, Thornton dk Co* 

SL Louis, Allen, CoppdcNlsbet. 

Barlow d; Taylor. 

Geo. H, Loker ds Bro. 

Tesson & Danjen. 
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THE NEW CURRENCY OF THE UNITED STATES. 

Remarks prepared by Hon, Amasa Walebr, of Massachusetts, of the 
Souse of Representatives of the United States, on the Bill " to provide a 
National Currency secured by a pledge qf United States Stocks, and 
to provide for the circulation and redemption thereof" 

February 2ith, 1863. 

Mb. Speaker: 

The title of the bill before us suggests several inquiries. 

Have we not a national currency in successful operation in the govern- 
ment notes, or " green-backs," as they are called, now in circulation ? 

Are not these notes everywhere accepted, and universally regarded as 
safe and reliable ? 

Cannot this currency be extended just as far as the people desire, and 
Congress deems best f 

Does not the government gain the entire interest on all this circulation, 
already amounting to 850 millions, and destined soon to reach, at least, 
550 millions, making a net saving of interest to the nation equivalent 
to thirty-three mUlions of dollars per annum f 

Does not this saving lessen the burdens of the people to an equal 
amount ? And is not that a very important consideration to them, under 
the severe pressure of taxation they must necessarily be called on to en- 
dure in a crisis like the present? 
58 
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Are not the people safe from any danger that this government cur- 
rency will be arbitrarily withdrawn from them when they most need it, 
as bank currency, if specie payments are ever restored, is certain to be. 

Has not the government the riffht and power to forbid all other emis- 
sions of " bills of credit," except its own, if it pleases ? 

Does not the government at the present time require all the assistance 
it can derive from the most extended use of its legitimate credit, and is 
not the circulation of its own notes the cheapest and most available form 
in which that credit can be employed ? 

If all these questions must be answered in the affirmative, as no can- 
did man can denv, then another inquiry forces itself upon us, namely : 
Why should another and rival currency be provided by Congress ? 

In any ordinary condition of our national affairs there would be no 
hesitation in answering this question in the negative. 

But the country is now placed in a most perilous and abnormal posi- 
tion. A great rebellion is in progress, threatening the very existence of 
the government, and compelling it to resort to extraordinary measures. 

The habeas corpus is suspended, the laws of value abrogated, and pa- 
per currency is made lawful tender. 

All this is owin^ to the extreme exigency in which the government is 
placed, by which it is forced to adopt measures it would gladly avoid. 

In such a condition of things it is possible that the government may 
find the enactment of the bill under consideration an inexorable neces- 
sity. It becomes us, therefore, to inquire whether such is not the case, 
and carefully examine the important measures we are asked to adopt 

This we owe to ourselves and the country, and a measure so important 
should not be allowed to pass without the strictest scrutiny. 

We are about to establish a stupendous system of banking institutions, 
extending over the whole country, unlimited in number, with capital in 
the aggregate of 300 millions, and with a term of existence of twenty 
years. 

The bill creates a Bureau of Currency, on a scale commensurate with 
the vast system it is designed to inaugurate. 

It also establishes the office of Comptroller of the Currency, to whom 
is committed the management and control of the proposed system, and 
who is placed " under the direction of the Secretary of the Treasury." 

The first thing that arrests our attention is the great facility with 
which banks of circulation may be established under t£is system. 

A capital of $50,000 subscribed, only thirty per cent of which is paid 
in, sets one of these banking institutions in operation. 

Under such a law we cannot doubt that banks will be rapidly multi- 
plied, especially in those parts of the country where there is the most 
room for them, in the absence of other banks, and where the rate of in- 
terest is high. A large amount of capital will in this way be transferred 
from the Eastern cities to the Western States, and as these new institu- 
tions are invested with all the powers and privileges usually accorded to 
banks, they will issue their circulatioo, discount notes and draw bills of 
exchange, whenever their interests and the convenience of the public 
require ; and thus, wherever located, will soon become identified with all 
the business operations of those around them. 
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They are also authorized to charge the current rate of premium on all 
bills discounted or drawn by them. This is a most important provision, 
because under it these banks may, as all our banks now do, charge just 
what they please, and the necessities of their customers compel them to 
pay. There is and can be no fixed rate ; it is always a matter of bargain, 
and in no small proportion of cases is absolutely arbitrary. Hence the 
provision which allbws these associations to deal in exchange, virtually 
authorizes them to get the highest rate for their money they can obtain. 
It is by this means that usury laws, always absurd, are mostly rendered 
nugatory on business paper. 

We cannot consistently object to this, since our existing banks have 
the same privilege, yet in sound policy no such power should be given 
to banks authorized to manufacture currency; The Bank of England has 
no such power. The British government has always been too wise to 
allow its great national bank to deal in exchange. 

Another feature in the bill before us, and one which, I think, with- 
out any precedent in the history of credit currency, is that the govern- 
ment of the nation binds itself to redeem all notes issued in conformity 
with the legal requirements, if the promissors of those notes fail to redeem 
them. 

The government is not simply a trustee, holding security for these 
notes, as is the case in New-York and some other States, wnere stocks 
are deposited with the State authorities to secure the circulation of cer- 
tain banks, but it absolutely guarantees the final payment of all these 
notes in full. 

But further than this, it binds itself to receive these notes for all taxes 
and other dues to the government, except duties on imports ; and it also 
contracts that the said notes '^ shall be received for all salaries, and other 
debts and demands owing by the United Stsites to individuals, corpora- 
tions and associations, within the United States.*' So far these notes are 
legal tender, like the government notes, (" the green-backs,") but no fur- 
ther. The government and salary men must take them, others may. 

This feature of the new currency will give to it a very complex char- 
acter. Ordinary mixed currency has generally been found sufficiently 
intricate and difficult to understand, but the new currency must be still 
more so. It is promise based on promise, paper piled on paper, Ossa 
on Pelion, and yet it is not essentially different in this particular from 
the currency of our State banks, as now issued on government notes as a 
basis. 

One result of this guarantee of the government is, that the credit of 
the notes of one of these new banking institutions will be just as good as 
another ; they depend not on the character of the promissor or bank that 
issues them, but upon the endorser, who binds himself to redeem them 
if the promissor does not. Hence all will be alike current, whether 
issued in Minnesota or Maine. 

And this circumstance, too, it may be observed, will go very far towards 
multiplying these new institutions in the most distant parts of the coun- 
try. 

And as there can, ordinarily, be little motive to return these notes to 
the banks that issue them, since they can at present only be redeemed 



836 The New Currency of the tTfUted States. [May, 

in pap^r of esseDtially the same character, it doei not dearlj appear 
why they may not continue to circulate as long as the material of which 
they are made will permit them to last, and in their movements ap- 
proach as near to perpetual motion as any thing jet discovered. The 
10th section of this hill contains a provision by which these security 
banks are taxed one per cent semi-annually on their circulation.*' Re* 
garded as an ordinary tax^ it miffht be thought exorbitant Indeed, it 
would be so, but that is not the hght in which it is to be considered. It 
is not a tax but a license, or permission to do a certain thing, which the 
government has a right to forbid or restrain. It is based on the same 
principle as that upon which a license for the sale of intoxicating liquors, 
or permission to keep a gambling-house, stands. It presupposes that the 
business licensed is either bad m itself, or pernicious in its excess, and, 
therefore, government may interfere by sumptuary legislation. 

It is a great privilege for an institution to be invested with the right 
to create a currency of no appreciable cost, but equal in exchangeable 
power or value to the ordinary money of the country, which can be only 
produced by labor. 

To obtain one hundred gold dollars will cost the labor of, perhaps, one 
hundred days, while to create one hundred dollars in currency would 
not be equal to the labor of an hour. 

Therefore, when the government grants to any institution the privilege 
of doing this, and forbids all others to do the same, it may rightfally de- 
mand that, at least, a part of the profits of this privilege shall inure to 
the benefit of the whole people ; nothing can be more just than such a 
tax or license ; besides, it will act as a restraint, to some extent, against 
the too rapid multiplication of these banks. 

We now come to the last important provision of the bill, which I 
shall notice. It is that by which it is proposed that '^ every such associa-^ 
tion shall, at all times, have on hand, in lawful money of the United 
States, an amount equal to at least twenty-five per centum of the aggre* 
gate amount of its outstanding notes of circulation and deposits.^ 

This provision, I take it, is founded on the principle, that since a bank 
promises to pay a certain amount of money, on demand, it oaght to keep 
some money on hand with which to make that promise good. 

Bank notes are adopted by the community as money, not because of 
what they are in themselves, mere pieces of paper, but for what they 
promise. But the promise is not good unless the promissor have the 
ability, as well as the disposition, to perform it. 

If the bank note promises to pay dollars on demand, dollars should be 
forthcoming when demanded, otherwise the faith of the promissor is vio- 
lated, and the promisee injured. 

It is not sufficient that the defaulting banker plead that he will pay 
hereafter ; that he has plenty of means, and only wants indulgence as to 
time. That is no excuse for him. His notes were issued as money ; they 
have been accepted as such, and if he fails to convert them into money 
on demand, he has failed in his obligations entirely, though he afterwards 
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redeems them in some form or other. It is not redeemability, bat con- 
vertibility, which invests pieces of paper with the attributes of money. 

It is not redemption^ but conversion, which, in this instance, is the one 
thing needful. 

If, then, to refuse the payment of a bank note when demanded is a 
violation of faith, what shall we say of a system establishing banks, 
and authorizing them to issue notes, which everybody knows, or ought to 
know, cannot by any possibility be paid on demand, or, in other words, 
are inconvertible ? 

When this is done, when such banks are established, the guilt is in no 
small degree transferred from the immediate promissor to the power 
that authorized him to issue a defective currency, but the injury to the 
country is in no wise diminished thereby. 

Obvious as all this may now seem to be, it is only within the last few 
years that the true nature of a mixed currency has been discovered. 

The Bank of England, the parent of all credit currency banking, was 
established in 1694, and first suspended in 1696. Subsequently, in 
1797, it again suspended, and continued so for over twenty-three years. 

This suspension was the first illustration of the character and effects 
of an inconvertible currency, exhibited on a large scale and for a long 
time. It deranged the trade and industry of England, disturbed prices, 
and caused the premium on gold to rise at one time as high as 40 per 
cent. 

This had the effect to turn the attention of bankers and business men 
to the nature of such a currency. But especially was this the case, 
when, in 1819^^ the bank resumed specie payments, and the country re- 
tamed, during the next few years, as every country must, to a specie 
standard. It was then that the full force of the terrible results of the 
suspension was manifested in the general bankruptcy of the business 
community and the failure of more than one hundred banking institu- 
tions. 

The gr^t revulsion which took place in this country in 1837, and con- 
tinued in its consequences to derange the business and comynerce of the 
nation till 1842, afforded another illustration of the same character; but 
the lesson which might then have been learned was almost lost, by the 
fact that the currency question was completely intermingled with the 
party politics of the day. 

Such, however, was the effect of these two great monetary convulsions 
on the public mind in Great Britain, that Parliament, by the act of 1844, 
known as " Peel's Act," recognized, for the first time, the principle that 
a paper currency should rest on a specie basis established by law. 

The act referred to provided in substance, that for all issues over the 
i^gregate of government securities held by the bank, it should hold 
bullion in its vaults to an equal amount This limited the bank circula- 
tion and preserved some proportion between its notes and bullion. 

Louisiana, after the ^eat disasters of 1837, enacted that its banking 
institutions should hold specie to the amount of 33 per cent on their 
deposits and circulation. 

Under this law the banks of that State have proved, not only the most 
safe and profitable, but the most uniform, reliable and beneficent moneyed 
institutions of the United States. 
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In 1858, the banks of Massachosetts were required by law to hold 15 
per cent of specie, or its estimated equivalent, upon all their liabilities 
for circulation and deposits. One or two other States have legislated in 
the same direction, so that the principle may be said to have been prac- 
tically admitted, and to some small extent carried into operation. 

The bill before us proposes to establish the proportion of 25 per cent, 
between the specie reserve and the aggregate amount of circulation and 
deposits ; but I have to object that this minimum of specie or lawful 
money is too small to secure the desired object, that is, the cokvsrti- 
BiLiTT of the bank notes. 

In the nature of the case, under such a currency as we propose, there 
will arise periodically a demand for specie, (for when the war is over we 
must of necessity return to specie payments,) and as soon as that occurs, 
the banks must take in their circulation as fast as possible. The larger 
their circulation in proportion to their specie, the greater and more vio- 
lent must be their contraction. This will be as true of the banks we 
now create as of those already existing. 

The only possible way to prevent these destructive variations in the 
currency is to fortify it with a Hirge reserve of specie. Twenty-five per 
cent, as proposed, I am perfectly sure is not sufQcient to do this, and, 
therefore, should be quite glad to be able to secure a larger proportion ; 
yet I am satisfied that the amount provided for in the bill is as much as 
Congress will authorize, and, therefore, however reluctantly, I assent to it 

But there is ooe provision in this section which I cannot accept, with- 
out declaring my strong disapprobation of it It is that proviso which 
admits bank balances to be reckoned as specie or lawful money, and in- 
cluded in the twenty-five per centum required to be held by the banks. 

This proviso virtually renders the whole section nearly a mockery. If 
it be retained, we may about as well strike out all provision in regard to 
a reserve of specie or lawful money ; for these balances, as every gentle- 
man knows, who understands the matter, may be, and often are, wholly 
fictitious, created between banks for the very purpose of evading the 
specie requirement. 

But however these balances may bo created, however legitimately they 
may arise from the natural operations of trade, they are in no respect 
specie in their nature and effects. 

In the fall of 1857, when the accidental explosion of the Ohio Life and 
Trust Company had shaken the whole monetary system of the United 
States to its foundation, it was found that the banks of the city of New- 
York were indebted to banks all over the nation to the amount of many 
millions for these same '* balances." 

Banks in every section of the land had remitted their funds to the great 
commercial centre, and deposited them in the New- York banks. On these 
they relied to meet their own engagements. As soon as the pressure 
came on, in September of that year, these distant banks began, of neces- 
sity, to draw on the city banks, where they supposed they had funds. 

But what was the fact ? These funds had, to a great extent, been 
loaned to the merchants of New-York, and when they were called for, 
the banks were compelled to stop all discounts. Then what happened ? 
The merchants had no means wherewith to repay the banks ; the great* 
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esi distress and embarrassment followed, and after a short but painfal 
struggle, the banks of tbe great emporium succumbed. Of course all 
banks connected with them were obliged to suspend, and the currency 
of the nation went down with a crash. 

Now, what was true in this case will to a certainty prove true in the 
future. This gigantic system of credits, under the name of bank balances 
and bank deposits, is the greatest cause of weakness and danger in our 
present system ; and will be equally disastrous under the system we now 
propose, if we permit bank balances to form a part of the modicum of 
25 per cent, of specie, or lawful money required to be held by the 
banks. 

The enormous aggregate of these balances under our present system is 
seen in the fact, that on the 1st of January, 1861, as per the financial 
report of that year, they amounted to the sum of $60,000,000. 

These balances, so prodigious in amount, form the most explosive 
element in our currency ; they are the train that fires the magazine, and 
the idea of regarding them as specie, or its equivalent, is not only absurd 
but preposterous* 

But beyond all this, there is great danger that the banks, in many 
cases, wiU pay no attention whatever to this most important provi- 
sion. 

This I fear, because I know that the banks of Afassachusetts are almost 
entirely regardless of the law which requires them to keep fifteen per 
cent, in specie. 

By the report of the Bank Commissioners of that State, for 1861, it 
appears that 37 out of 42 banks in the city of Boston, during that year, 
violated the law requiring them to keep fifteen per cent, of specie, and 
these violations in the aggregate amounted to 373, according to their own 
weekly returns. By 141 banks in the State, and out of the city of Bos- 
ton, it appears that but little if any attention was paid to the law ; as their 
average specie, according to their monthly statement, was only seven 
cents six mills on the dollar. Now, if such is the regard paid to the law 
requiring a specie reserve of only 15 per cent in the old and staid Com- 
monwealth of Massachusetts, whose banks are (in my opinion at least) 
the safest and best managed in the country, (always except those of 
New-Orleans prior to the rebellion,) what may we not fear in regard to 
the vast number of banks scattered all over the national domain which 
may be established under this law ? If with 25 per cent the currency is 
clearly inconvertible and dangerously explosive, what will it be with only 
five or ten? 

But there is still another reason why we should insist upon a larger re- 
serve of specie, in a currency we are about to establish for twenty years 
to come. 

It arises from the danger that war may suddenly arise, and if the cur- 
rency have little strength, that is, a small specie basis, it must break 
down, and the country be instantly involved in all the evils of an ex- 
clusive paper circulation. We have seen this so painfully illustrated in 
our own experience, since the breaking out of the present rebellion, that 
we need not look further for the most conclusive evidence of the mis- 
chief aming from such a currency. 
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The banks of the United States bad, Janoary 1, 1860^ by official re- 
turns: 

Circulation, 1 207,000,000 

Deposite, 268,000,000 

Total immediate liabilities, .... 1 460,000,000 
They bad on hand of specie but 1 83,000,000 

It was with such a currency that before twelve months had elapsed we 
were obliged to enter upon the most frightful straggle in which a nation 
was ever engaged ; and those who are so ready to blame the Secretary of 
the Treasury, or the Congress of the United States, for the present de- 
plorable and ignominious condition of our monetary and financial afiGairs,. 
would do well to recollect that the government was compelled to eommence 
the war with a hank currency diluted to the extent of eighty-two cents on 
the dollar ! 

Had we not, by our pernicious system of credit currency, expeUed with- 
in the last ten years more than $400,000,000 of our California gold firom 
the country, we would have had a perfectly sound monetary system to- 
day. 

Another reason why we should object to bank balances as apart of the 
reserve is, that if we insist that the reserve shall be wholly in coin, or 
lawful money, it will make a large demand for our legal tender notes'. 

Suppose, for example, the deposits and circulation of these banks 
amount to 400 millions, as they will, at a low estimate, if the system is 
successful, then 100 millions of legal tender notes must be kept con- 
stantly on hand by these banks. x\ll this amount will not only, to a 
great extent, be virtually demonetized, so far as the expansion of the cur- 
rency is concerned, but on this whole amount the government will gain 
the interest — a saving of six millions per annum. 

Bat I may be told that the proposed currency must be a convertible 
one, since, if the banks do not redeem their notes on demand, the Secre- 
tary of the Treasury is authorized to sell the stocks deposited as security 
at once, and pay the protested notes. 

Those who make this objection forget, that when there is a great call 
for specie, as in 1837 and 1857, these banks having out four dollars in 
paper for one of coin on hand, cannot possibly convert them into specie, 
and they will, as our present banks do in such circumstances, all suspend 
specie payments together. In that case the Secretary of the Treasury 
cannot throw all the bonds into market to raise the specie, as that wonld 
be impracticable, as well as attended with a ruinous loss, and conse- 
quently thele banks will be permitted to suspend until their convenience 
Allows them to resume, just as our present banks do. 

From all these considerations I feel compelled to enter my protest 
against the first proviso in the forty-first section of this bill, because it does 
not accomplish the purpose which it professes to secure. It permits 
three-fifths of the lawful money or specie reserve to be held in these bal- 
ances, leaving only ten per cent, of actual reserve. But I shall not move 
an amendment) because these banks must stand in as favorable position 
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in regard to profits as the State banks, but few of which are obliged by 
law to keep any reserves at all. 

I have now, Mr. Chairman, taken a general view of the carrency which 
this bill proposes to establish, and shown, as briefly as I could, its imper- 
fections, and how far short it is of what a sensible people ought to desire. 
I have asserted that if established, it will, like our present currency, be an 
inconvertible one ; that it will fluctuate continually, and after the return 
to specie payments will expand when least needed, and contract when 
most wanted, and reproduce all those terrible convulsions to which we 
have for thirty years past been subjected. I have shown, I hope, for 
that was my intention, that it will be, at \hQ best, a feeble and imperfect 
currency, and yet, sir, the system it proposes to establish is far better 
than the one it is designed to supersede. 

I prefer it to that — 

1. Because the ultimate payment of all notes issued will be perma- 
nently secured. Such is not the case with our present system, under 
which only a part of the bank issues are secured by a deposit of stocks, 
and some of these very imperfectly. It will j»revent all danger of losses 
to bill-holders from insolvent banks. 

2. I prefer the new system, because it will be uniformly current every 
where; and, as far as possible, under any credit currency, will equalize 
exchanges between different sections of the country. This, I need not 
say, is a matter of great importance. 

3. I prefer the new system, because it will secure to the people, by'the 
tax of two per cent, per annum imposed on these banks, a share of the 
large profits which a credit currency gives. The banks can well afford 
to pay it ; the government, in its present condition, needs all the revenue 
it can obtain, and the people all the relief from taxation that can be 
granted them.* 

4. Again — I prefer this system because it will greatly reduce the danger 
of counterfeits and spurious emissions. There are said to be at this time 
some seven thousand kinds of bank notes ; under the new system there 
will be but one, and those prepared with the greatest care, and made as 
safe as the highest skill and ingenuity can devise, and all will be engraved 
and executed within the walls of the Treasury, under the direction of 
government officers. 

5. Because, if successfully carried out, it will bring the currency of the 
country directly and uniformly under the control of national legislation^ 
where it ought ever to be, and prove, as I trust, the first step towards 
that great reform by which the element of credit shall be entirely elimi« 
nated from the banking currency of the country. 

6. Because, in the opinion of the Secretary of the Treasury, these 
institutions will aid him greatly in conducting the financial operations 
of the government during the present crisis. 

*I, Lastly, it will identify the interests of our moneyed institutions with 
the credit of the national government, and thus give strength and stability 
to both. 

And now, sir, there is yet an additional reason for establishing this 

* This was sobsequently reduced to on« per cent per tiiBBm. 
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Bjatem of banking on government secnrities, arising from the condition 
of the agricaltaral States of the West, where the annual production is 
great, and the amount of circulating capital relatively small 

At present, Illinois and the States north and west of her have but few 
banks. Now, as a matter of absolute certainty, these States will proceed 
to establish banking institutions under their own laws. They may not 
do this at present Ulinois, for example, has been so scathed and plun- 
dered by credit money banking, that she may be slow in creating another 
such system, but she will do it, because tne clamor for banks, and the 
mistaken views of the masses in regard to paper currency, will compel its 
legislature to create new banking institutions. So of all the States of the 
West 

But pass this bill and we put an end to the formation of these new 
State banks ; because such are the facilities which this law gives, and 
such the character of the currency it establishes, that it will have the 
preference over any that can be created by State legislation. 

As soon as this bill becomes a law, millions of capital will be diverted 
from the cities of the East to the prairies of the West, where it can ob- 
tain a better rate of interest than at home, and where it will be em- 
ployed more actively for business purposes. This will be the inevitable 
result, and I regara it as a cogent argument in favor of the measure 
before us. Both the West and East will be greatly benefited by it 

Could I have my own wishes, I should, as I have before insisted,* in- 
stead of creating a rival system, lay a tax of three per cent, semi-annu- 
ally, on all present bank circulation, drive it entirely out of existence, 
and fill its place with the legal tender notes of the government ; so that, 
on the return t)f peace, and specie payments by the government and the 
banks, there would be no credit currency issues, except those made by 
the National Treasury, which, by suitable limitation, might always be kept 
at par with gold. I would thus establish one kind of currency instead 
of three, and that the cheapest and best we could possibly have. 

This arrangement, together with the legal provision that the banks 
might issue specie certificates in the form of notes for specie actually in 
their possession, would furnish them and the public with all the cur- 
rency they could possibly need, and one that would never be exposed to 
any fluctuation except that which naturally arises from the operation of 
the laws of trade, and which can never be violent or really injurious to 
any community or State. 

This course, I firmly believe, would be by far the best for the country 
and for the banks themselves ; and however the latter may be opposed to 
it at the present moment, I venture to predict that the time will come 
when they will deeply regret that such a policy was not adopted by the 
government ; but sir, we can hope for no such alternative now. 

Credit currency banking is a power as irresistible at the North, as 
slaveholding is at the South ; and however much it may embarrass the 
action of government, and interfere with the free use of its credit, the 
votes already taken in this house show that we must compromise with 
this power, and make the best terms we can. 

* Speech in the House of Representatives on the National Finances, Jan. 18, 186S. 
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The present project, in my view, is sustained and justified by this state- 
ment of the case, and by the additional consideration that, in the opinion 
of the Secretary of the Treasury, as expressed in his annual report, this 
measure is quite indispensable in the present condition of our national 
finances. 



Note. — The foregoing remarks, though prepared for the purpose, were 
not delivered in the House of Representatives on the passage of the 
National Currency Bill, as the previous question was unexpectedly called 
and debate precluded. 



ANNUAL REPORT ON COUNTERFEITING. 

The " Board of Managers of the Association of Banks for the Sup- 
pression of Counterfeiting" have made their Tenth Annual Report, for 
the year 1862-3. The objects of this Association are highly laudable, 
and should be promoted by every bank in New-England and in the State 
of New-York. If all were contributors, the expense of sustaining the 
Association would be less upon each subscriber than at present. But 
there are many in all the States that do not as yet contribute to the sup- 
pression of the great vice of counterfeiting — not less than sixty-three 
per cent, of those in New-England — as will appear by the following sum- 
mary: 

j»_^. Total ITo, Total No. Non- 

*^****' Banks, Capital, Contributort, ContHbutors. 

Maine 68 .. $7,983,000 .. 17 .. 61 

Kew-Hampshlre, 62 .. 4,798 000 ..20 .. 82 

Vermont 41 .. 8,911,000 .. 16 .. 25 

Massachasetts, (Conntry,) 139 .. 28,912,000 ..86 .. 63 

Boston,. 44 .. 88,631,000 .. 27 .. 17 

Ehodelsland, 88 .. 20,900,000 .. 18 .. 70 

Connecticut,, 76 .. 21,786,000 .• 3 .. 72 

607 . .$126,916,000 . . 187 . • 820 

We think it an obligation which the banks owe to each other, and to 
the whole community, to aid, in the small way desired, to lessen, if not 
remove, this great and growing evil of counterfeiting. It is through the 
banks only, or through the inferior workmanship employed in engraving, 
that the community is so largely imposed upon in this way, and hence 
the banks should all combine together to adopt stringent measures to 
counteract the movements of the counterfeiters. 

Now that the general government has become an issuer of paper 
money, the Treasury Department will no doubt contribute its aid towards 
the objects of the Aissociation ; and should undertake to pay the Associa- 
tion for every arrest and punishment through its exertions, for frauds on 
government securities. 

If all the bank capital of New-England contributed toward the means of 
the Association, the tax upon each would be at the rate of only two dollars 
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for every hundred thousand dollars of capital ; but as only forty-six mil- 
lions contribute out of one hundred and twenty-six millions, the levy 
upon each bank is, at present, at the rate of five dollars for each $100,000 
of capital, without raising as large a fund as the former would. 

For the information of bankers generally, we copy the Annual Report 
in full, with some slight omissions and the names of contributors. 



Association tor thx Fbevsntion of CouNTsaFsiriKG, Bostok. 

Annual Report, 1862-1863. 

Pursuant to the requirements of the eleventh article of the Associa- 
tion, the Managers present herewith a report of their doings for the past 
year (1862.) 

At the first meeting of the Board of Managers, elected at the last 
annual meeting of the Association, an assessment of five dollars on each 
one hundred thousaud dollars of capital stock, was laid upon the banks, 
pursuant to the second article of the Association. 

Subsequently, circulars were sent by the Treasurer to all the banks in 
New-England ; and, in Massachusetts, one hundred and thirteen banks 
responded by paying their annual assessment Of the banks in the other 
New-England States, seventy-four became members. The Bank of 
Geneva, in the State of New-York, is a member ; making, in all, one hun- 
dred and eighty-eight banks now members of the Association. 

Last year the number was the same, one hundred and eighty-eight. 

The Board of Managers have held five meetings, as usual, during the 
past year, at which reports have been made of the doings of the Execu- 
tive Committee, and their acts have been unanimously approved. 

The Executive Committee have held thirty-four meetings during the 
past year, at which all matters of detail coming before it have had a pro- 
per hearing, and such directions given as seemed judicious, to best pro- 
mote and carry forward the interests and operations of the Association. 

In accordance with the statutes of the Commonwealth, the Secretary 
has delivered to the High Sheriff of Suffolk County, to be destroyed by 
the Superior Court having jurisdiction, seven hundred and ten five-dollar 
counterfeit notes, of the Orange County Bank, of Chelsea, Vermont. 

The Managers continue their offer of rewards for the conviction and 
sentence of engravers of plates for counterfeit bank notes, and for dies for 
altering the same ; also for uttering counterfeit bank notes, as it continues 
to present a very strong inducement to detectives and other persons in 
all sections of the country, to arrest and cause to be sentenced, this class 
of persons, who, otherwise, in many cases, would be likely to go on 
witnout arrest and punishment, defrauding the community. The Asso* 
elation has paid this year, the same as last year, ffty dollars reward for 
each person sentenced for passing counterfeit money of any bank belong- 
ing to the Association, and twenty-five dollars for the sentencing of per- 
sons passing counterfeit money of any of the other New-England banks. 

From January 1st to December 31st, 1862, sixty-nine persons were 
convicted and sentenced. The aggregate years of confinement being 
l7l years and 7 months. 
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Rewards paid for banks that are members of the Association, to wit : 
Commercial Bank, Bristol, B. L, 5 rewards ; Thomaston Bank, Thomas- 
ton, Me., 3 ; Rockland Bank, Roxburv, Mass., 1 ; Prescott Bank, Lowell, 
Mass., 2 ; Southbridge Bank, Southbridge, Mass., 1 ; Cambridge City 
Bank, Cambridgeport, Mass., 3 ; Warren Bank, Soath Danyers, Mass., 1 ; 
Brighton Market Bank, Brighton, Mass., 1 ; Continental Bank, Boston, 
Mass., 1 ; Atlantic Bank, Boston, Mass., 3 ; Mechanics' Bank, Boston, 
Mass., 1 ; Bank of North America, Boston, Mass*, 1. A total of 23 
rewards. 

Rewards paid for banks that are not members of the Association, to wit : 
Monson Bank, Monson, Mass., 3 rewards ; Hampden Bank, Westfield, 
Mass., 1 ; Townsend Bank, Townsend, Mass., 1 ; JBlae Hill Bank, Dor- 
chester, Mass., 4 ; Waterbnry Bank, Waterbury, Conn., 10; New Britain 
Bank, New Britain, Conn., 3 ; Southport Bank, Southport, Conn., 1 ; 
Stamford Bank, Stamford, Conn., 1 ; Mechanics' Bank, New-Haven, 
Conn., 1 ; Phcenix Bank, Hartford, Conn., 1 ; Bank of America, Provi- 
dence, R. I., 3 ; Bank of Royalton, Royalton, Yt., 4 ; Bank of Orange 
County, Chelsea, Vt, 1. A total of 34 rewards. 

Gratuities paid for detection of operators in American coin and checks : 
Manufacturers of coin, 7 gratuities ; ntterers of coin, 4 ; altering bank 
checks, 1. A total of 12 gratuities. 

The Association has paid, for sentencing the following number of per- 
sons for the last ten years, to wit : 

In 1863, 14 persons sentenced, time not kept, say 60 years. 
1864, 64 '• " " was kept, 
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1862, 69 

Total, 434 " ** " " 1,426 « 4 " 

From an examination of the list of banks counterfeited upon the past 
year, it will be seen that thirty'four rewards have been paid for banks 
that are not members^ being eleven more than have been paid for banks 
that are members. 

It would seem, from this fact, that it is clearly for the interest of thd 
New-England banks, that are not members, to join the Association, as 
the increased reward paid for those that are members undoubtedly de- 
ters operators, to some extent, from counterfeiting on this class of banks ; 
besides, much more trouble and expense will be incurred by those per- 
sons seeking the rewards to sentence the parties carrying the fifty dollars 
reward. 

The second Annual Report of the '* Central Association of Banks," in 
Pennsylvania, published in May last, shows that, in less than two years, 
ninety-one banks have taken membership, and it had paid for sentencing 
forty-seven persons to an aggregate imprisonment of one hundred and 
fifteen years, besides obtaining and destroying a large amount of counter^ 
feit notes, coin and implements for manufacturing the same. 
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It is very gratifying to note such success and prosperity of an Associa- 
tion formed and worked mainly on the same principle as ours, and also 
in harmony and co-operation with us, in all matters requiring 4i united 
course of action. 

We will again express our desire that the very large banking interest 
of the State of New- York would form an association, which would greatly 
aid other associations now at work in a common cause. Or, if it is too 
much labor and trouble to organize an association, subscribe to ours ; 
thus giving us material and moral aid, and furnishing us with reliable 
and Sjrmpathizing correspondents, to aid in convicting and sentencing the 
numerous parties arrested in that State for manufacturing and uttering 
counterfeit bank notes and coin. 

The legislature of Massachusetts renewed its grant of fifteen hundred 
dollars for the year 1802, provided the Association expended three times 
that sum ; which condition is the same as in former resolves, and is con- 
tinued annually by the nearly unanimous voice of both branches of the 
legislature, on the CTound that a necessity exists for an organization like 
ours, for the protection of the community from the frauds of counterfeit- 
ing the currency of the State ; and for the right to issue bank notes as a 
currency, the State continues to receive one per cent, tax on the capital 
of every bank, being nearly all its ordinary revenue. 

The law passed at the last session of the legislature, concerning the 
taking of bail in criminal cases, *' works admirably." 

The Board of Managers submit with pleasure the result of their labors 
for the year past, and nope the members of the Association will approve 
our acts by continuing Uieir membership, and we ask also the approval 
of the legislature and a continuance of its grant. 

We again ask the managers of the banks of New-England — not mem- 
bers — to examine our report and ask themselves the question, whether 
it is not a duty they owe to themselves and the community around them, 
to contribute the small sum asked of each bank, to enable us to extend 
our operations, and curtail, as much as possible, the counterfeiting of bank 
notes and coin. 



The following is the standing offer of the Association : 

Two HuTn>&SD AND Fifty Dollars Reward. — To the Bill and Coin Broken^ City 
MariKali and Police Offieert, and the Public generally ^ of NevhEnglandj the MiddU 
States and Canada. — ^The Associatioii of Banks for the Sappression of Counterfeiting 
will pay to the person who shall furnish information which shall lead to the convio- 
tion and sentence of the parties herein mentioned, the following sums, to wit : A re- 
ward of TWO HUNDRED AND futy DOLLARS for ORch persou convictod and sentenced for 
en^avin^ a plate or plates for counterfeiting bank bills, or dies for altering bank 
biUs ; and a reward of twxnty-fitb dollars for each person convicted and sentenced 
for uttering or passing counterfeit bank bills ; said sums to be paid upon the pre- 
sentation of the certificate of the judge, or the prosecuting officer of the courts wnere 
such conviction shall be obtained ; provided said counterfeits are on the banks in 
New-England. Suitable rewards will also be paid for the conviction and sentence 
of makers of counterfeit coin, or of dies for the same, and for the uttering of such 
coin. The above are additional to any vewards authorized by State laws. The 
ift)Ove rewards will be doubled for the sentencing of persons for counterfeits on hanks 
belonging to tJie Association, a list of which can be seen at any bank in the United 
States. Per order of Executive Committee. 

Boston, Jan. 1, 1868. Charlbs B. Hall, Secretary. 
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Presidenty Daniel Denny, President Hamilton Bank, Boston ; Trea- 
surery Almon D. Hodges, President Washington Bank, Boston ; Secre- 
tary, Charles B. Hall, Cashier National Bank, Boston ; Auditor, Geo. 
W. Thayer, President Exchange Bank, Boston. 

1. Ben J. £. Bates, President Bank of Commerce, Boston ; 2. L. Gul- 
liver, Cashier Union Bank, Boston ; 3. Wm. Hyde, Cashier Hampshire 
Manufacturers' Bank, Ware ; 4. J. M. Thompson, President John Han- 
cock Bank, Springfield ; 6. Henry W. Cushman, President Franklin Co. 
Bank, Greenfield; 6. George W. Kichardson, President City Bank, 
Worcester ; 7. Moses Wood, President Rollstone Bank, Fitchburg ; 8. 
L. Baldwin, President Brighton Market Bank, Brighton ; 9. J. A. Ap- 
PLETON, President Haverhill Bank, Haverhill; 10. J. Chad wick. Cashier 
Exchange Bank, Salem ; 11. Henry H. Fish, Cashier Fall Ei^er Bank, 
Fall River; 12. P. C. Howland, Cashier Merchants' Bank, New-Bedford. 

ggf* Gentlemen who wish to ascertain more fully the plan of organization, may 
obtain copies of the By-Laws, &c., by addressing Charles B. Hall, Esq., Cashier 
National Bank, Boston, and Secretary of the Association. 



OUR MULTIFORM CURRENCY. 



I^om ** The National Intelligenur^^'* WatMngton, February ^ 1868. 

Wb present below some reliable statistics and facts relative to onr 
cnrrency, which we are confident will be found novel and valuable, in 
view of the momentous questions and interests concerning finance, now 
undergoing discussion in Congress and by the people. 

The whole number of banks in the United States is estimated at 
1,395, apportioned as follows — ^the branches of State banks not being 
enumerated in this estimate : 



Maine, 69 

Kew-Qunpshire, 61 

Vermont, 41 

Massachnsetts, 186 

Rhode Island, 92 

Connecticat. TS 

New-York aty, 64 

New-York State, 249 

New-Jergey, 66 

Pennsylvania, 81 

Delaware, 9 

Maryland. 82 

District (Xf Colmnbia, 6 

Virginia,. ••• 80 

North Carolina, 12 

South Carolina, 18 



Georgia, 81 

Alabama, 7 

Louisiana,. 11 

Ohio, 21 

Indiana, • 26 

Illinois, 60 

Kentucky, 8 

Tennessee, • • 28 

Missouri, 8 

Michigan, 6 

Wisconsin, % 122 



Iowa, 

Minnesota, 
Florida,... 
Texas,.,.. 
Kansas.. ., 



n 

1 
2 
1 

1 



Erery one of these banks has its separately engraved and printed 
notes, differing in ibrm or design pictorially, and each bank issues the 
Tarioos denominations, which, by usage, seem to have become a rule. 
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Our paper currcncj may, therefore, be designated as of the denomina- 
tions of one, two, three, five, ten, twenty, fifty, one hundred, five hundredi 
and one tliousand dollars. This shows ten different denominations as 
the usual (}uota from the prominent old banks in the Eastern and Middle 
States. It may be stated, however, that of the banks of the West, Ac, 
the larger denominations above named are rarely used; they seldom 
issue notes of denominations above fifty or one hundred dollars. 

In view of these facts, and to the end that we may present a fair 
average cihibit, let us allow six different forms of notes to each of these 
1,395 banks. The result of this simple multiplication will give the 
formidable number of 8,370 varieties of notes in circulation and use frooEi 
these accredited banks. 

Moreover, the varied issues of the *' fraudulent, broken and worthless 
banks" should not be overlooked. Of this class— of " retired banks," as 
they arc styled — 854 are enumerated in the published list furnished by 
the " descriptive list" for January, 1863, Such as these have heretofore 
contributed, and in many instances still contribute, their quota to this 
promiscuous catalogue. 

One phase of our paper currency, engendered by this multiform sys- 
tem, calls for special notice and consideration. TVe refer to counterfeit- 
ing. It may be safely stated that the art, as pursued in the United 
States, is without parallel, and that, without Taunt or hyperbole, we can 
'* beat the world" on this our national speciality — counterfeiting, A spe- 
cies of literature, even unknown to the rest of the world, has been initiated 
among us ; and no merchant or mechanic deems himself safe unless he 
consults the " counterfeit detector." Tliesc publications have become 
articles of *' prime necessity," to the profit of the publishers, doubtless^ if 
not to the community ; and they are spawned weekly, semi-monthly and 
monthly, in most of our cities. TVe need not enlarge upon this topic, 
amazing as it always appears to foreign observers and writers on these 
subjects. 

The absolute facts, as detailed by those interested in keeping the 
records of counterfeits, appear monstrous and fabulous, even beyond cre« 
dence. Of the various kmds, it is estimated that there are about six 
thousand. How many of each kind must be conjectured, as we have no 
means of catechising the originators 1 It would seem, however, as the 
rule, that the better the banks the more numerous the counterfeits. We 
cite, in illustration, that Massachusetts has one hundred and eighty-five 
banks. *^ Thompson's Reporter^'* of recent date, describes counterfeits 
on one hundred and sixty-nine of these, and " Gwynne & Dat's" speci- 
fies one hundred and seventy-four. A like inference may be drawn from 
the same authorities in reference to the banks of New-York. Of three 
hundred and three banks enumerated in that State, it is stated that the 
issues of only forty -five are not counterfeited. 

Of the various species of counterfeits, as they are called, it is ascer- 
tained that but a small part of the whole in circulation is composed of 
bona fide ** imitations" of the genuine notes. Those known as " altera- 
tions" number highest One cause of this multiplicity of altered notes 
is attributable to the similarity of titles among bauKs lb different sections 
of the country. As, for instance, we find twenty-seven " Union" banksy 
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Prepared for delivery in the House of JRe^resentatives of the United States 

on the hill ** to provide a National Currency ^ secured hy a pledge of 

tJhited States Stocks ^ and to provide for the circulation and 

redeniption thereof** 



Mr. Speaker : 

The bill before the House, to provide a National Currency, suggests several 
inquiries. 

1. Have we not such a currency in successful operation, in this government notes; 
or " Green Backs." as they are called, now in circulation ? 

2. Are not these notes everywhere accepted, dnd universaUy regarded as s^e arid 
reliable? 

^ 3.. Cannot this currency be extended just as far as the people desire, dnd Con- 
gress deems best ? 

4. Does not the government gain the entire interest on all this circulation, al- 
ready amounting to 350 millions, and destined soon to redch, at least. 550 millions) 
inakmg a net saving of interest to the nation equivalent to thirty-three millions of 
dollars per annum ? 

5. Does not this saving lessen the burdens of the people to an equal amount ? 
And is not that a very important consideration to them. Under the severe pressure 
of taxation they must necessarily be called on to endure in a crisis like the present ? 

6. Are not the people safe from any danger that this government currency will 
ba arbitrarily withdrawn from them when they most ne&d it, as bank currency, if 
specie payments are ever restored, is certain to be ? 

7. Mas not the government the right and power to forbid all other emis^ns of 
" bills of credit," except its own,, if it pleases ? 

8. Does not the government at the present time require all the assistance it can 
derive ttom the most extended use of its legitimate credit, and is not the circulation 
of its oWn notes the cheapest and most available form in which that credit can be 
employed T 

If all these questions must be answered in the affirmative, as no candid man can 
deny, tiien another inquiry forces itself upon us, namely : Should anotiber and 
rival currency be provided by Congress ? 

In any ordinary condition of our national afiairs, there would be no hesitation iii 
answering this question in the negative. But the country is now placed in a most 
perilom and abnormal position. A gredt rebellion is in progress, threatening the 
Tery existence of the government, and compelling it to resort to extraordinary 
ibeasares. The habeas corpus is suspended, the laws of value abrogated, and paper 
borrency is made laWful tender. All this is owing to the extreme exigency in which 
the government is placed, by which it is forced to adopt measures it would gladly 
avoid. 

In inch a cotidition of things it is possible that the government may find the 
toactment of th^ bill under o&sideratien ba inezonbls neongitj. It beleoiiMi nt. 



therefore, to inquire whether such is not the case, and carefully examine the impor- 
tant measures we are asked to adopt. This we owe to ourselves and ' the country, 
and a measure so important should not be allowed to pass without the strictest 
scrutiny. 

We are about to establish a stupendous system of banking institutions, extending 
over the whole country, unlimited in number, with capital in the aggr^ate of 300 
millions, and with a term of existence of twenty years. The bill creates a Bareaa 
of Currency, on a scale commensurate with the vast system it is designed to inau- 
gurate. It also establishes the office of Comptroller of the Currency, to whom is 
committed the management and control of the proposed system, and who is placed 
« imder the direction of the Secretary of the Treasury." ' ' /' 

The first thing that arrests our attention, is the great facility with which banks 
bf circulation may be established under this system. A capital of $50,000 sub- 
scribed, only thirty per cent, of which is paid in, sets one of these banking insti- 
tutions in operation. 

Under such a law we cannot doubt that banks will be rapidly multiplied, especial- 
ly in those parts of the country where there is the most room for them, in the 
absence of other banks, and where the rate of interest is high. A large amonnt of 
capital will in this way be transferred from the Eastern cities to the Western States, 
and as these new institutions are invested with all the powers and privileges usually 
Accorded to banks, they will issue their circulation, discount notes and draw bills of 
exchange, whenever their interests and the convenience of the public require ; and 
tiius, wherever located, will soon become identified with all th^ business operations 
of those around them. 

They are also authorized to charge the current rate of premium on all bills dis- 
counted or drawn by them. This is a most important provision, because under it 
these banks may, as all our banks now do, charge just what they please, and the 
necessities of their customers compel them to pay. There is and can be no fixed 
irate ; it is always a matter of bargain, and in no small proportion of cases is abso- 
lutely arbitrary. Hence the provision which allows tnese associatLons to deeUn 
^change, virtually authorizes them to get the highest rate for their money ihej can 
obtain. It is by this means that usury laws, always absurd, are mostly rend«:«d 
hugatory on business paper. 

We cannot consistently object to this, since our existing banks have the same 
privilege, yet in sound policy no such power should be given to banks authorised to 
manufacture currency. The Bank of England has no such power. The British 
government has always been too wise to allow its great national bank to deaWn 
exchange. 

• THE GOVERNMENT GUARANTEES THE CIRCULATION. 

Another feature in the bill before us, and one which, I thipk, is without any pre- 
cedent in the history of credit currency, is that the government Df the nation bmds 
itself to redeem all notes issued in conformity with the legal requirements, if the 
promissors of those notes fail to redeem them. The government is not simply a 
trustee, holding security for these notesj as is the case in New-York and some other 
States, where stocks are deposited with the State authorities to secure l^e circula- 
tion of certain banks, but it absolutely guarantees the final payment of all these 
notes in full. 

But further than this, it binds itself to receive these notes for all taxes and other 
duestot>he government,.. except, dirties on imports; and it.also (^trfU3t§ tji^L^^ 
said notes '' shall be received for all salaries, and other debts and demands owing'by 
the tTnited States to individuals, corporations and associations, within the United 
States." So far these notes are legal tender, like the government notes, (" the green- 
backs,") but no further. The government and salary men mtist take them, others may. 

This feature of the new currency will give to it a very complex charact». Onn- 
nary mixed currency has generally been found sufficiently intricate and difficult to 
understand, but the new currency must be still more so. It is promise based on 



promise, paper piled on paper, Ossa on Pelion, and yet it is not essentially different 
m this particular from the carrency of our Stote banks, as now issued on govenif 
ment notes as a basis. 

One result of this guarantee of the government is that the credit of the notes of 
one of these new banking institutions will be just as good as another ; they depend 
not on the character of the promissor or bank that issues them, but upon the 
endorser, who binds himself to redeem them if the promissor does not. Hence all 
will be alike current, whether issued in Minnesota or Maine. And this circumstance, 
too, it may be observed, will go very far towards multiplying these new institutions 
in the most distant parts of the country. 

And as there can, ordinarily, be little motive to return these notes to the banks 
that issue them, since they can at present only be redeemed In paper of essentially 
"the same character, it does not clearly appear why they may not continue to circu- 
late as long as the material of which they are made will permit them to last, and in 
their movements approach as near to perpetual motion as any thing yet discovered. 

BANK TAX OR LICENSE. 

• 

The 19th section of this bill contains a provision by which these security banks 
are taxed one per cent, semi-annually on their circulation.* Regarded as an ordi' 
nary tax, it might be thought exorbitant. Indeed, it would be so, but that is not 
the light in which it is to be considered. It is not a tax but a license, or permission 
to do a certain thing, which the government has a right to forbid or restrain. It is 
based on the same principle as that upon which a license for the sale of intoxicating 
liquors, or permission to keep a gambling house, stands. It presupposes that the 
business licensed is either bad in itself, or pernicious in its excess, and, therefore, 
government may interfere by sumptuarjr legislation. 

It is a great privilege for an institution to be invested with the right to create 
- a currency of no appreciable cost, but equal in exchangeable power or value to the 
ordinary money of tne country, which can be only produced by labor. To obtain 
one hundred gold dollars will cost the labor of, perhaps, one hundred days, while to 
create x)ne.lmndred-dQllara in currency would not . be equal to the labor of an hour. 
Therefore, when the government grants t(f any institution the privilege of doing 
this, and forbids all others to do the same, it may rightfully demand that, at least, 
a part of the profits of this privilege shall inure to the benefit of the whole people. 
Nothing can be more just than such a ^ax or license ; besides it will act as a 
restraint, to some extent, against the too rapid multiplication of these banks. 

THE RESERVE. 

We now come to the last important provision of the bill, which I shall notice. 
It is that by which it is proposed that " every such association shall, at all times, 
have on hand, in lawful money of the United States, an amount equal to at least 
twenty-five per centum of the aggregate amount of its outstanding notes of circula- 
tipn and deposits." 

This provision, I take it, is founded on the principle, that since a bank promises 
to pay a certain amount of money on demand, it ought to keep some money on hand 
with which to make that promise good. Bank notes are adopted by the community 
as money, not because of what they are in themselves, mere pieces of paper, but for 
wliat they promise. But the promise is not good unless the promissor have the 
ability, as well as the disposition to perform it. If the bank note promises to pay 
. dollars on demand, dollars should be forthcoming when demanded, otherwise the 
faiflAyf the pi^miBSor is violated, and the promisee injured. • 

It is not suflBcieht that the defaulting banker plead that he will pay hereafter ; 
that he has plenty of means, and only wants indulgence as to time. That is no ex- 
cuse for him. His notes were issued as money ; they have been accepted as such, 
and if he fails to convert them into money on demand, he has failed in his obligar 
tioDS entirely, tnough he afterwards redeems them in some form or other. It is noli 

* Sabeeqoently amended bo aa to be one-half per oentb 6emi:annQaIl7. 
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redeemability, but convertibility, which invests pieces of paper with the attributes 
of money. It is not redemption ^ but conversion j which, in this instance, is the one 
thing needful. 

If, then, to refuse the payment of a bank note when demanded is a violation of 
faith, what shall we say of a system establishing* banks, and aathorizing them to 
issue notes, which everybody knows, or ought to know, cannot by any possibility be 
paid on demand, or, in other words, are inconvertible ? When this is done, when 
such banks are established, the guilt is in no small degree transferred from the im- 
mediate promissor to the power that authorized him to issue a defective currency, 
but the injury to the country is in no wise diminished thereby. Obvious as all this 
jnay now seem to be, it is only within the last few years that the true nature of a 
piixed cutrericy has been discovered. - ... .'..,? r,;^ 

INCONVERTIBILITY OP THIS CURRENCY. 

• 

The Bank of England, the parent of all credit currency banking, was established 
in 1694, and first suspended 1696.- Subsequently, in 1797, it again suspended, and 
continued so for over twenty-three years. 

This suspension was the first illustration of the character and eflfects of an incon- 
vertible currency, exhibited on a large scale and for a long time. It deranged the 
trade and industry of England, disturbed prices, and caused the premium on gold to 
rise at one time as high as 40 per cent. 

This had the effect to turn the attention of bankers and business men to the nor 
ture of such a currency. But especially was this the case, when, in 1819, the bank 
resumed specie payments, and the country returned, during the next few years, a» 
every country must, to a specie standard. It was then that the full force of the 
terrible results of the suspension was manifested in the general bankruptcy of the 
business community and the failure of more than one hundred banking institntions. 

The great revulsion which took place in this country in 1837, and continued in 
its consequences to derange the business and commerce of the nation till 1842, 
afforded another illustration of the same character ; but the lesson which might 
then have been learned was almost lost, by the fact that the currency question was 
pompletely intermingled with the party politics of the day. 

Such, however, was the effect of these two great monetary convulsions on the 
pubUc mind in Great Britain, that Parliament, by the act of 1844, known as " Peel's 
A.ct," recognized, for the first tinje, the princijde that a paper currency should rest 
on a specie basis established by law. Tne act referred to provided in substance, 
that for all issues over the aggregate of goven^ment securities held by the bank, it 
should hold bullion in its vaults to an equal amount. This limited the bank circo- 
lation and preserved some proportion between its notes and bullion. • 

Louisiana, after the great disasters of 1837, enacted that its banking institotioDS 
should hold specie to the amount of 33 per cent, on their deposits and circulation. 
Under this law the banks of that State have proved, not only the most safe 9iod 
profitable, but the most uniform, reliable and beneficent moneyed institutions of tlie 
United States. 

In 1858, the banks of Massachusetts were required by law to hold 15 per cei^t. 
of specie, or its estimated equivalent, upon all their liabilities for circulmon «^ 
deposits. One or two other States have legislated in the same direction, so thattlie 
principle may be said to have been practically admitted, and to some small exteqt 
parried into operation. 

mSUFFICIENCT OF THE RESERVE. 

The bill before us proposes to establish the proportion of 25 pier efehtl mJtwtieti 
the s^cie reserve and the aggiregate amount of circulation and deposits ; but I have 
to object that this minimum of specie or lawful money is too i^nalt to secure the de* 
sired objectj that is, the convertibility of the bank notes. 

In the nature of the case, under such a currency as we propose, there will arise 
periodically a demand for specie, (for when the war is over we must of necessity 
return to specie payments,) and as sq^n, as tj]^ oecnra, the (;^aoks must take in thcdc 



circulation as fast as possible. The larger their circulation in proportion to their 
specie, the greater and more violent must be their contraction. This will be as true 
of the banks we now create, as of those already existing. 

The only possible way to prevent these destructive variations in the currency is 
to fortify it with a large reserve of specie. Twenty-five per cent., as proposed, I 
am perfectly sure is not sufficient to do this, and, therefore, sjiould be quite glad to 
be able to secure a larger proportion ; yet I am satistied that the amount provided 
for in the bill is as much as Congress will authori25e, and, therefore, however reluct- 
antly, I assent to it 

BANK BALANCES. 

But there is one provision in this section which I cannot accept,- without declar- 
ing my strong disapprobation of it. It is thdt proviso which admits bank balances 
to be reckonSi as specie or lawful money, and included in the twenty-five per centum 
required to be held by the banks. 

This proviso virtually renders the whole section a mockery. If it be retained, 
we may about as well strike out all provision in regard to a reserve of spe- 
cie or lawful money ; for these balances, as every gentleman knows, who understands 
the matter, may be, and often are, wholly fictitious, created between banks for the 
Vwy purpose of evading the specie reqifirement. 

But however these balances may be created, however legitimately they may arise 
from the natural operations of trade, they are in no respect specie in their nature 
and effects. In the fall of 1857, when the accidental explosion of the Ohio Life 
and Trust Company had shaken the whole monetary system of the United States to 
its foundation, it was found that the banks of the city of New York were indebted 
to banks all over the nation to the amount of many millions for these same 
" balances." 

Banks in every sectfbn of the land had remitted their funds to the great commer- 
cial centre, and deposited them in the New York banks. On these they relied to 
meet their own engagements. As soon as the pressure came on, in September of 
th«t year, these distant banks began, of necessity, to draw on the city banks, where 
they supposed they had funds. 

But what was the fact? These funds had, to a great extent, been loaned to the 
merchants of New-York, and when they were called for, the banks were compelled 
to stop all discounts. Then what happened ? The merchants had no means where- 
mi^h to repay the banks ; the greatest distress and embarrassment followed, and 
after a short but painful struggle, the banks of the great emporium succumbed. Of 
course all banks connected with them were obliged to suspend, and the currency of 
the nation went down with a crash. 

Now, what was true in this case will to a certainty prove true in the future. 
This gigantic system of credits, under the name of bank balances and bank deposits, 
is the greatest cause of weakness and danger, in our present system ; and will be 
equally disastrous under the system we now propose, if we permit bank balances to 
form a part of the modicum of 25 per cent, of specie, or lawful money required to 
be held by the banks. 

The enormous aggregate of bank balances under our present system is seen in the 
feet, that on the 1st of January, 1861, as per the financial report of that year, they 
amounted to the sum of $60,000,000. These balances, so prodigious in amount, 
form the most explosive element in our currency ; they are the train that fires the 
ipagazine, and the idea of regarding them as specie, or its equivalent, is not only 
absurd hut preposterous. But beyond all this) ^ere is great danger that tlie banks, 
in many cases, will pay no attention whatever to this most important provision. 

This I fear, because I know that the banks of Massachusetts are almost entirely 
regardless of the law which requires them to keep fifteen per cent, in specie. 

By the report of the Bank Commissioners of that State, for 1861, it appears 
that 37 out of 42 banks in the city of Boston, during that year, violated the law 
requiring them to keep fifteen per cent, of specie, and these violations in the aggre- 
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gate amonnted to 373, according to their own weekly retorts. By 141 bonks in 
the State, and oat of the city of Boston, it appears that but little if any attention 
was paid to the law ; as their average specie, according to their monthly statement, 
was only seven cents six mills on the dollar. Now, if such is the r^ard paid to 
the ]aw reqniring a specie reserve of only 15 per cent, in the old and staid Conunon- 
wealth of Massachusetts, whose banks are /in my opinion at least) the safest md 
best managed in the country, ( always exceptmg those of New-Orleans prior to tiie 
rebellion,) what may we not fear in regard to the vast number of ImnKS scattered 
all over tne national domain which may be established under this law ? If witJi 25 
per cent, the currency is clearly inconvertible and dangerously ezplo»ve, what will 
it be. with only five or ten? 

WAR DISTURBANCES. 

But there is still another reason why we should insist upon a larger reserve of 
specie, in a currency we are about to establish for twenty yeara to come. It arises 
from tlie danger that war may suddenly arise, and if the currency have little 
strength, that is, a small specie basis, it must break down, and the country be in- 
stantly involved in all the evils of an exclusive paper circulation. We have seen 
this 80 painfully illustrated in our own experience, since the breaking out of the 
present rebellion, that wc need not look farther for the most condusive evidence of 
the mischiefs arising from such a currency. 

The banks of the United States had, January 1, 1860, by official returns : 

Circulation, * ^207,000,000 

Deposits, 253,000,000 

Total immediate liabilities, $460,000,000 

They had on hand of specie but , $83,000,000 

It was with such a currency that before twelve months had elapsed we WMe 
obliged to enter upon the most frightful struggle in which a nation was ever en- 
gaged ; and those who are so ready to blame the Secretary of the Treasury, or the 
Congress of the United States, for the present deplorable and' ignominious condfOon 
of our monetary and financial affairs, would do weU to recollect that the f^ovemment 
was compelled to commence tfie war with a bank currency diivtJted to the extent ofeightif' 
two cents on tlie dollar ! Had we not, by our pernicious system of credit curreocy, 
expelled within the last ten years more than $400,000,000 of our Cidifomia gold 
from the country, we would have had a perfectly sound monetary system to-day. 

Another reason why we should object to bank balances as a part of the reserve 
is, that if we insist that the reserve shall be wholly in coifl, or lawful money, it will 
make a large demand for our legal tender notes. Suppose, for example, the deposits 
and circulation of these banks amount to 400 miUions, as they wiU, at a low esti- 
mate, if the system is successful, then 100 millions of legal tender notes must be 
kept constantly on hand by these banks. All this amount will not only, to a great 
extent, be virtually demonetized, so far as the expansion of the currency is concern- 
ed, but on this whole amount the government will gain the interest — a saving of six 
millions per annum. 

But I may be told that the proposed currency must be a convertible one, since, if 
the banks do not redeem their notes on demand, the Secretary of the Treasury is au- 
thorized to sell the stocks deposited as security at once, and pay the protested notes. 

Those who make this objection forget, that when there is a great call for spede, 
as in ^837 and 1857, these banks having out four dollars in paperfor one of com on 
hand, cannot possibly convert them into specie, and they will, as our present bavSo 
do in such circumstances, all suspend specie payments together. In that case the 
Secretary of the Treasury caonot throw»all the bonds into market to raise the spe- 
cie, as that would be impracticable, as well as attended with a ruinous loss, and con- 
. scquently these banks will be permitted to suspend until their convenience allows 
tl\cm to resume, just as our present banks do. 



From all these considerations I feel compelled to enter my protest against the 
first proviso of the forty-first section of this bill, because it does not accomplish the 
purpose which it professes to secure. It permits three-fifths of the lawful money or 
specie reserve to be held in these balances, leaving only ten per cent, of actual re- 
serve. But I shall not move an amendment, because these banks must stand in as 
favorable position in .regard to profits as the State banks, but few of which are 
obliged by law to keep any reserves at all. 

I have now, Mr. Chairman, taken a general view of the currency which this j^ill 
prdposeS'to establish, and shown, as briefly as I could, its imperfections, and how far 
short it is of what a sensible people ought to desire. I have asserted that if estab- 
Ifshed, it Will, like our present currency, be an inconvertible one ; that it will fluctu- 
ate continually, and after the return to specie payments will expand when least 
needed, and contract when most wanted, and repi^uce all those terrible convulsions 
to which we have for thirty years past bopn subjected. I have shown, I hope, for 
that was my intention, that it will be, at the best, a feeble and imperfect currency, 
and yet, sir, the s}rstem it proposes to establish is far better than the one it is de- 
signed to supersede. « 

SyPERIORITY OF THE NiJW CURBiENCy. 

1. I prefer it because the ultimate payment of all notes issued will be perma- 
nently secured. Such is not the case with our present system, under which only a 
part of the bank issues are. secured by a deposit of stocks, and some of these very 
imperfectly. It will prevent all danger of losses to bill-holders from insolvent banks. 

2. The new system will be uniformly current every where ; and, as far as possi- 
ble under any ci^edit currency, will equalize exchanges between different sections of 
the country. This, I need not say, is a matter of great importance. 

3. The new system will secure to the people, by the tax of two per cent, per 
annum imposed on these banks, a share of the large profits which a credit currency 
gives. The banks can well afford to pay it ; the government in its present condi- 
tion, needs all the revenue it can obtain, and the people all the relief from taxation 
tliat can be granted them.* 

4. Again — I prefer this system because it will greatly reduce the danger of 
counterfeits and spurious emissions. There are said to be at this time some seven 
thousand kinds of bank notes ; under the new system there will be but one, and 
tiiose prepared with the greatest care, and made as safe as the highest skill and in- 
^fenuity can devise, and all will be engraved and executed within the walls of the 
Treasurv, under the direction of government officers. 

6. iBecause, if successfully jcarried out, it will bring the currency of the country 
directly and uniformly under the control of national legislation, where it ought ever 
to be, and prove, as I trust, the first step towards that great reform by which the 
element of credit shall be entirely eliminated from the banking currency of the 
country. 

6. Because, in the opinion of the Secretary of the Treasury, these institutions 
will aid him greatly in conducting the financial operations of the government during 
the present crisis. 

7. Lastly, it will identify the interests of our moneyed institutions with the credii 
of the national government, and thus give strength and stability to both. 

And now, sir, there is yet an additional reason for establishing this sysfetrf of 
banking on government securities, arising from the condition of fte Agricultural 
States of the West, where the annual production is great, and the atnfount of ciroi^ 
latijQgl&pTai'f6IatTvely"small. *. " 

At present, Illinois and the States north and west of her haif e b\it ,fe^' bafnfa. 
Now, as a matter of absolute certainty, these States will proceted to e^iiblish bank- 
ing institutions under their own laws. They may not do this Ut |yreseiit. Illinois, 
for example, has been so scathed and plundered by credit money btttiking, that she' 
may be slow in creating another such system, but she will do it, becatuse the clairioy 

o This was subsequently reduced to one per (iehi. j>er Kntiiim^ 
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Tor banks, and tlie mistaken views of the masses in regard to paper currency, vill 
compel its legislature to ci*eate new banking institutions. So of all the States of 
the West. 

But pass this bill and t^e put an end to the formation of these new State banks ; 
because such are the facilities which this law gives, and such the character of the 
currency it establishes, that it will have the preference over any that can be created 
by State legislation. As soon as this bill becomes a law, millions of capital wm 
be 4li verted from the cities of the East to the prairies of the AVest, where it can ob- 
tain a better rate of interest than at home, and where it will be employed more ac- 
tively for business purposes. This will be the inevitable result, and 1 re6:ard it tiBji 
cogent argument in favor of the measure before us.. Both the Went itnd Esst-irV' 
be greatly benefited by it. 

Tllfe DESIDERATUM. 

Could I have my own wishes, I should,*as I have before insisted,* instead of cre- 
ating a rival system, lay a tax of three per cent., semi-annually, on all present bank 
circulation, drive it entirely out of existence, and fill its place with the legal tender 
notes of the goverimient ; so that, on the return of peace, and specie payments by 
the government and the banks, there would be no credit carrency issues, except 
those made by the National Treasury, which, by suitable limitation, ihight iJways 
be kept at par with gold. I would thus establish one kind of currency instead of , 
three, and that the cheapest and best we could possibly have, 

Th's arran,u:ement, together with the legal provision that the banks might issne 
specie certificates in the form of notes for specie actually in their possession, would 
furnisli them and the ])ublic with all the currency they could possibly need, and one 
that would never be exposed to any fluctuation except that which natiirally arises 
from the operation of the laws of trade, and which can never be violent or really 
injurious to any community or State. 

This course, I firmly believe, would be by far the best for the country and for the 
banks themselves ; and how^ever the latter may be opposed to it at the present mo- 
ment, I venture to predict that the timo will come when they will deeply regret that 
sucli a policy was not adopted by the government ; but.8ir, we can hope for no such 
alternative now. Credit currency banking is a power as irresistible at the N^orth, 
as slaveholding is at the South ; and however much it may embai*ras8 the. action of 
government, and interfere with the free use of its credit, the votes already taken ul 
this house show that we must compromise with this power, and nlake the best terms 
we can. 

The present project, in my view, is sustained and justified by this statement of 
the case, and by the additional consideration that, in the opinion of the Secrctar^ 
of the Treasury, as expressed in his annual report, this measure is quite indispensa^ 
ble in the present condition of our national finances. 



Note. — The fpregoirig remarks, though prepared for the purpose, were riot 
delivered in the HOuse of Representatives on the passage of the National Correucy 
jSill, as the previous question was unexpectedly called and debate precluded. 

^ speech in the House of RepresentaiiyeB on the National Finances, Jan. 18, 1^6^ 
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Two things are alike indispensable in war, men and money. So said 
the great Julius before the Christian era, and if true then, how much 
more so now. 

The expenses of war increase as civilization and the arts advafice, and, 
as these are rapidly progressing, so are the expenditures incident to war. 
An old line-of-battle-ship, such as those with which Nelson fought at the 
Nile, cost a hundred thousand pounds, but a " Warrior," a modern iron- 
clad, requires a million sterling. ,A forty-eight pounder was once a 
formidable gun, but now we talk familiarly of shot weighing half a ton. 
In time of peace, a standing army costs one thousand dollars per man 
annually ; in time of war, vastly more. 

Such being the case, the finances of a nation become a matter equal in 
interest to that of its military force. The two cannot be separated ; the 
latter is dependent on the former. You may, indeed, have money with- 
out men, but cannot have men without money. To every one who can 
comprehend the condition of our national finances at the present time, 
they become a matter of greater anxiety than the military resources of 
the government. 

Our finances are depressed ; from what cause ? 

They ought to. be restored ; in what way ? 

These two questions we propose to answer. 

That the finances are depressed, cannot be a matter of dispute. The 
price of gold at the time of writing this is quoted at 240. One thousand 
dollars in gold will purchase $2,400 of United States bonds bearino- in- 
terest at six per cent, payable in coin. This is sufficient evidence of the 
great depression of the public stocks. 

In examining into the causes of this extraordinary depression we shall 
endeavor to speak plainly. Deception is not patriotism, and the good of 
the country does npt require false statements, or specious arguments. It 
is true of a nation as of an individual, that nothing is gained by self de- 
lusion. The individual who finds himself embarrassed, if he is a wise 
man, will look carefully into his affairs, and ascertain, as near as possible 
just how he stands. He will exercise the utmost scrutiny to know the 
best and worst of his condition. He will not hesitate, or fear to do this. 
Just 80 should it be in regard to national difficulties. 



therefore, to inquire whether such is not the case, and carefully examine the impor- 
tant measures we arc asked to adopt. This we owe to ourselves and the country, 
and a measure so important should not be allowed to pass without the strictest 
scrutiny. 

We arc about to establish a stupendous system of banking institutions, extending 
over the wliole country, unlimited in number, with capital in the aggregate of 300 
millions, and with a term of existence of twenty years, llie bill creates a Bnreaa 
of Currency, on a scale commensurate with the vast ^tem it is designed to inan- 
gurate. It also establishes the office of Comptroller of the Currency, to whom is 
committed the management and control of the proposed system, and who is placed 
" under the direction of tlic Secretary of the Treasury." 

The first thing that arrests our attention, is the great facility with which baaks 
bf circulation may be established under this system. A capital of $50,000 sab- 
tu:ribed, only thirty per cent, of which is paid in, sets one of these banking insti- 
tutions in operation. 

Under such a law we cannot doubt that banks will be rapidly multiplied, especial- 
ly in those parts of the country where there is the most room for them, in the 
absence of other banks, and where the rate of interest is high. A large amount of 
capital will in this way be transferred from the Eastern cities to the Western States, 
and as these new institutions are invested with all the powers and privileges nsiially 
accorded to banks, they will issue their circulation, discount notes and draw bills of 
exchange, whenever their interests and the convenience of the public require ; and 
thus, wherever located, will soon become identified with all th^ business operations 
of those around them. 

They are also authorized to charge the current rate of premium on all bills dis- 
counted or drawn by them. This is a most important provision, because under it 
these banks may, as all our banks now do, charge just what they please, and the 
necessities of their customers compel them to pay. There is and can be no fixed 
rate ; it is always a matter of bargain, and in no small proportion of cases is abso- 
lutely arbitrary. Hence the provision which allows these associations to deaLin 
exchange, virtually authorizes them to get the highest rate for their money they oan 
obtain. It is by this means that usury laws, always absurd, are mostly rendered 
history on business paper. 

We cannot consistently object to this, since our existing banks have the same 
privilege, yet in sound policy no such power should be given to banks authoriaed to 
manufacture currency. The Bank of England has no such power. The British 
government has always been too wise to allow its great national bank to deal^ 
exchange. 

• THE GOVERNMENT GUARANTEES THE CIRCULATION. 

Another feature in the bill before us, and one which, I think, is without any pre- 
cedent in the history of credit currency, is that the government X)t the nation buids 
itself to redeem all notes issued in conformity with the legal requirements, if the 
promisBors of those notes fail to redeem them. The government is not simply a 
trustee, holding security for these notes^ as is the case in New- York and some other 
States, where stocks are deposited with the State authorities to secure the circula- 
tion of certain banks, but it absolutely guarantees the final payment of all these 
notes in full. 

But further than this, it binds itself to receive these notes for all taxes and other 
dues to the government, . except, duties on imports j and it also cpntr^tf^ts l^t the 
said notes '' ^all be received for all salaries, and other debts and demands owing by 
the tTnited States to individuals, corporations and associations, within the United 
States." So far these notes are legal tender, like the government notes, (" the green- 
backs,") but no further. The government and salary men must take them, others may. 

This feature of the new currency will give to it a very complex character. Ordi- 
nary mixed currency has generaUy been found sufficiently intricate and difficult to 
understand, but the new currency must be still more so. It is promise based on 



promise, paper piled on paper, Ossa on Pelion, and yet it is not essentially different 
in this particular from the currency of our State banks, as now issued on govern? 
ment notes as a basis. 

One result of this guarantee of the government is that the credit of the notes of 
one of these new banking institutions will be just as good as another ; they depend 
not on the character of the promissor or bank that issues them, but upon the 
endorser, who binds himself to redeem them if the promissor does not. Hence all 
will bo alike current, whether issued in Minnesota or Maine. And this circumstance, 
too, it may be observed, will go very far towards multiplying these new institutions 
in the most distant parts of the country. 

And as ihere can, ordinarily, be little motive to return these notes to the banks 
that issue them, since they can at present only be redeemed In paper of essentially 
the same character, it does not clearly appear why they may not continue to circu- 
late as long as the material of which they are made will permit them to last, and in 
their movements approach as near to perpetual motion as any thing yet discovered. 

BANK TAX OR LICENSE. 

The 19th section of this bill contains a provision by which these security banks 
are taxed one per cent, semi-annually on their circulation.^ Regarded as an ordi" 
nary tax, it might be thought exorbitant. Indeed, it would be so, but that is not 
the light in which it is to be considered. It is not a tax but a license, or permission 
to do a certain thing, which the government has a right to forbid or restrain. It is 
based on the same principle as that upon which a license for the sale of intoxicating 
liquors, or permission to keep a gambling house, stands. It presupposes that the 
business licensed is either bad in itself, or pernicious in its excess, and, therefore, 
government may interfere by sumptuary legislation. 

It is a great privilege for an institution to be invested with the right to create 
a currency of no appreciable cost, but equal in exchangeable power op value to the 
ordinary money of tne country, which can be only produced by labor. To obtain 
one hundred gold dollars will cost the labor of, perhaps, one hundred days, while to 
create one.himdred^ollars in. currency would, not be equal to the labor of an hour. 
Therefore, when the government grants td^ any institution the privilege of doing 
this, and forbids all others to do the same, it may rightfully demand tlmt, at least, 
a part of the profits of this privilege shall inure to the benefit of the whole people. 
Nothing can be more just than such a ^^ix or license ; besides it will act as a 
restraint, to some extent, against the too rapid multiplication of these banks. 

THE RESERVE. 

We now come to the last important provision of the bill, which I shall notice. 
It is that by which it is proposed that " every such association shall, at all times, 
bave on hand, in lawful money of the United States, an amount equal to at least 
twenty-five per centum of the aggregate amount of its outstanding notes of circula- 
tidn and deposits." 

This provision, I take it, is founded on the principle, that since a bank promises 
to pay a certain amount of money on demand, it ought to keep some money on hand 
with which to make that promise good. Bank notes are adopted by the community 
as money, not because of what they are in themselves, mere pieces of paper, but for 
wbat they promise. But the promise is not good unless the promissor have the 
ability, as well as the disposition to perform it. If the bank note promises to pay 
dollars on demand, dollars should be forthcoming when demanded, otherwise the 
faitiAif the promissor is violated, and the promisee injured. 

It is not sufficieiit that the defaulting banker plead that he will pay hereafter ; 
that he has plenl^ of means, and only wants indulgence as to time. That is no ex- 
cuse for him. His notes were issued as money ; they have been accepted as such, 
luid if he fails to convert them into money on demand, he has failed in his obliga? 
tioBB entirely, though he afterwards redeems them in some form or other. It is not 

* Babfleqaently amended to m to be one-h«lf per cent. seml-Aimaallx. 



ndeemabilitir, but convertibility, which invcstfl pieces of paper with the attributes 
of money. It is not redemption , but conversionf whicli, in this instance, is the one 
thing needful. 

If, then, to refuse the payment of a bank note when demanded is a yiolation of 
fiaith, what shall we say of a system establishing' banks, and aathorizing them to 
issae notes, which everybody knows, or oufi^ht to know, cannot by any possibility be 
paid on demand, or, in other wonls, are inconvertible? When this is done, when 
sach banks are establLshed, the g:uilt is in no small degree transferred from the im- 
mediate promissor to the power that authorized him to issue a defective currency, 
but the injury to the country is in no wise diminished thereby. Obvious as all this 
may now seem to be, it is only within the last few years that the true nature of a 
mixed currency has been discovered. . ' f..*^ 

INCONVERTIBILITY OP THIS CURRENCT. 

• 

The Bank of England, the parent of all credit currency banking, was established 
in 1694, and first suspended 1696. Subsequently, in 1797, it again suspended, and' 
continued so for over twenty-three years. 

This suspension was the first illustration of the character and effects of an incon- 
vertible currency, exhibited on a large scale and for a long time. It deranged the 
trade and industry of England, disturbed prices, and caused the premium on gold to 
rise at one time as high as 40 per cent. 

This had the effect to turn tlie attention of bankers and business men to the nor 
ture of such a currency. But especially was this the case, when, in 1819, the bank 
resumed specie payments, and the country returned, during the next few years, as 
every country must, to a specie standard. It was then that the full force of the 
terrible results of the suspension was manifested in the general bankrvptcy of the 
business community and the failure of more than one hundred banking institutions. 

The great revulsion which took place in this country in 1837, and continued in 
its consequences to derange the business and commerce of the nation till 1842, 
afforded another illustration of the same character *, but the lesson which might 
then have been learned was almost lost, by the fact that the currency question was 
completely intermingled with the party politics of the day. 

Such, however, was the effect of these two great monetary convulsions on the 
public mind in Great Britain, that Parliament, by the act of 1844, known as " Pbbl's 
Act," recognized, for the first time, the princifde that a paper currenc;^ should rest 
on a specie basis established by law. lie act referred to provided in substanoe, 
that for all issues over the aggregate of government securities held by the bank, it 
should hold bullion in its vaults to an equal amount. This limited the bank circu- 
lation and preserved some proportion between its notes and bullion. • 

Louisiana, after the great disasters of 1837, enacted that its banking institutions 
should hold specie to the amount of 33 per cent, on their deposits and circulation. 
Under this law the banks of that State nave proved, not only the most safe i^d 
profitable, but the most uniform, reliable and beneficent moneyed institutions of the 
United States. 

In 1858, the banks of Massachusetts were required by law to hold 15 per cent, 
of specie, or its estimated equivalent, upon all their liabilities for circulation ai^d 
deposits. One or two other States have legislated in the same direction, so that the 
principle may be said to have been practically admitted, and to some waaXL ezt^ 
carried into operation. 

INSUFFICIENCT OF THE RESERVE. '■ 

The bfll before us proposes to establish the proportion of 25 per cent; SelCweel) 
the specie reserve and the aggregate amount of circulation and deposits ; but I have 
to object that this minimum of specie or lawful money is too small to secure the de-^ 
sired object, that is, the coNVERTiBiLmr of the bank notes. 

In the nature of the case, under such a currency as we propose, there will arise 
periodically a demand for specie, (for when the war is over we must of necessity 
return to spepie payments,) and as sqpa aa Hjujoi, o^curS) the t^ks must take in their 



circulation as fast as possible. The larger their circulation in proportion to their 
specie, the greater and more violent must be their contraction. This will be as true 
of the banks we now create, as of those already existing. 

The only possible way to prevent these destructive variations in the currency is 
to fortify it with a large reserve of specie. Twenty-five per cent., as proposed, I 
am perfectly sure is not suflScient to do this, and, therefore, 8|iould be quite glad to 
be able to secure a larger proportion ; yet I am satisfied that the amount provided 
for in the bill is as much as Congress will authorize, and, therefore, however reluct- 
antly, I assent to it 

BANK BALANCES. 

But there is one provision in this section which I cannot acc^t,- without declar- 
ing my strong disapprobation of it. It is thdt proviso which admits bank balances 
to be reckoned as specie or lawful money, and included in the twenty-five per centum 
required to be held by the banks. 

This proviso virtually renders the whole section a mockery. If it be retained, 
we may about as well strike out all provision in regard to a reserve of spe- 
cie or lawful money ; for these balances, as every gentleman knows, who understands 
the matter, may be, and often are, wholly fictitious, created between banks for the 
Tery purpose of evading the specie reqifirement. 

But however these balances may be created, however legitimately they may arise 
from the natural operations of trade, they are in no respect specie in their nature 
and effects. In the fall of 1857, when the accidental explosion of the Ohio Life 
and Trust Company had shaken the whole monetary system of the United States to 
its foundation, it was found that the banks of the city of New York were indebted 
to banks all over the nation to the amount of many millions for these same 
" balances." 

Banks in every sectlbn of the land had remitted their fnnds to the great commer- 
cial centre, and deposited them in the New York banks. On these they relied to 
meet their own engagements. As soon as the pressure came on, in September of 
that year, these distant banks began, of necessity, to draw on the city banks, where 
th^ supposed they had funds. 

But wnat was the fact? These funds had, to a great extent, been loaned to the 
merchants of New-York, and when they were called for, the banks were compelled 
to stop all discounts. Then what happened ? The merchants had no means whcre- 
'with to repay the banks ; the greatest distress and embarrassment followed, and 
after a short but painful struggle, the banks of the great emporium succumbed. Of 
course all banks connected with them were obliged to suspend, and the currency of 
the nation went down with a crash. 

Now, whatr was true in this case will to a certainty prove true in the future. 
This gigantic system of credits, under the name of bank balances and bank deposits, 
is the greatest cause of weakness and danger, in our present system ; and will be 
equity disastrous under the system we now propose, if we permit bank balances to 
fonn a part of the modicum of 25 per cent, of specie, or lawful money required to 
be held by the banks. 

The enormous aggregate of bank balances under our present system is seen in the 
&ct, that on the Ist of January, 1861, as per the financial report of that year, they 
amounted to the sum of $60,000,000. These balances, so prodigious in amount, 
form the most explosive element in our currency ; they are the train that fires the 
yaga zi ne, and the idea of regarding them as specie, or its equivalent, is not only 
absord kat preposterous. But beyond all this^ ^ere is great danger that tlie banks, 
in many cases, will pay no attention whatever to this most important provision. 

T\uB 1 fear, because I know that the banks of Massachusetts are almost entirely 
rmrdless of the law which requires them to keep fifteen per cent, in specie. 

By the report of the Bank Commissioners of that St;itc, for 1861, it appears 
that 37 out of 42 banks in the city of Boston, during that year, violated the law 
requiring them to keep fifteen per cent, of specie, and these violations in the aggro- 
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gate amounted to 373, accordine to their own weekly retarns. By 141 banks in 
the State, and oat of the city of Boston, it appears that but little if any attentioa 
was paid to the law ; as their average specie, according to their monthly statement, 
was only seven cents six mills on the dollar. Now, if such is the regard paid to 
the law requiring a specie reserve of only 15 per cent, in the old and staid Common- 
wealth of Massachusetts, whose banlra are (in my opinion at least) the safest and 
best managed in the country, ( always excepting those of New-Orleans prior to the 
rebellion,) what may we not fear in regard to the vast number of banks scattered 
all over the national domain which may be established under this law ? If wiUi 25 
per cent, the currency is clearly inconvertible and dangerously explosive, what will 
it be. with only five or ten? . . . , ' ^ ,. 

WAR DISTURBANCES. v . f-» • 

• ■ 

But there is still another reason why we should insist upon a larger reserve of 
specie, in a currency we are about to establish for twenty years to come. It arises 
from tlie danger that war may suddenly arise, and if the currency have little 
strength, that is, a small specie basis, it must break down, and the country be in- 
stantly involved in all the evils of an exclusive paper circulation. We have seen 
this 80 painfully illustrated in our own experience, since the breaking oat of the 
present rebellion, that we need not look further for the most condusive evidence of 
the mischiefs arising from such a currency. 

The banks of the United States had, tfanuary 1, 1860, by official returns : 

Circulation, * 8207,000,000 

Deposits, 253,000,000 

Total immediate liabilities, 3460,000,000 

They had on hand of specie but ^ 983,000,000 

It was with such a currency that before twelve months had elapsed we were 
obliged to enter upon the most frightful struggle in which a nation was ever en- 
gaged ; and those who are so ready to blame the Secretary of the Treasury, or tiie 
Congress of the United States, for the present deplorable and' ignominious condli^on 
of our monetary and financial affairs, would do wcU to recollect that the government 
was compelled to commence t/ie war with a bank currency diltUed to the extent of eighty- 
two cents on the dollar ! Had we not, by our pernicious system of credit currency, 
expelled within the last ten years more than 3400,000,000 of our California fold 
from the country, we would have had a perfectly sound monetary system to-day. 

Another reason why we should object to bank balances as a part of the reserve 
is, that if we insist that the reserve shall be wholly in coifi, or lawful money, it will 
make a large demand for our legal tender notes. Suppose, for example, the deposits 
and circulation of these banks amount to 400 miUions, as they will, at a low esti- 
mate, if the svstem is successful, then 100 millions of legal tender notes must be 
kept constantlfr on hand by these banks. AH this amount will not only, to a great 
extent, be virtually demonetized, so far as the expansion of the currency is concern- 
ed, but on this whole amount the government wili gain the interest— a saving of six 
millions per annum. 

But I may be told that the proposed currency must be a convertible one, since, if 
the banks do not redeem their notes on demand, the Secretary of the Treasury is au- 
thorized to sell the stocks deposited as security at once, and pay the protested notes. 

Those who make this objection for^t, that when there is a great call for spede, 
as in ^837 and 1857, Hiese banks havmg out four dollars in paper, for one of ccanon 
hand, cannot possibly convert them into specie, and they will, as our present bads 
do in such circumstances, all suspend specie payments together. In that case the 
Secretary of the Treasury caonot throw«all the bonds into market to raise the spe- 
cie, as that would be impracticable, as well as attended with a ruinous loss, and con- 
. Boquently these banks will be permitted to suspend until their convenience allows 
tl\em to resume, just as our present banks do. 



From all these considerations I feel compelled to enter my protest against the 
first proviso of the forty-first section of this bill, because it does not accomplish the 
purpose which it professes to secure. It permits three-fifths of the lawful money or 
specie reserve to be held in these balances, leaving only ten per cent, of actual re- 
serve. Bat I shall not move an amendment, because these banks must stand in as 
fayorable position in .regard to profits as the State banks, but few of which are 
obliged by law to keep any reserves at all. 

I have now, Mr. Chairman, taken a general view of the currency which this j?ill 
prdposeS'to establish, and shown, as briefly as I could, its imperfections, and how far 
short it is of what a sensible people ought to desire. I have asserted that if estab" 
Mied, it will, like our present currency, be an inconvertible one ; that it will fluctu- 
ate continually, and after the return to specie payments will expand when least 
needed, and contract when most wanted, and repi^uce all those terrible convulsions 
to which we have for thirty years past been subjected. J have shown, I hope, for 
that was my intention, that it will be, at the best, a feeble and imperfect currency, 
and yet, sir, the sjrstem it proposes to establish is far better than the one it is de- 
sig^ned to supersede. « 

SyPERIORITY OF THE NiJW CURIlENCy. 

1. I prefer it because the ultimate payment of all notes issued will be perma- 
nently secured. Such is not the case with our present system, under which only a 
part of the blnk Issues are. secured by a deposit of stocks, and some of these very 
imperfectly. It will prevent all danger of losses to bill-holders from insolvent banks. 

2. The new system will be uniformly current every where ; and, as far as possi- 
ble under any ci^edit currency, will equalize exchanges between different sections of 
the country. This, I need not say, is a matter of great importance. 

3. The new system will secure to the people, by the tax of two per cent, per 
annum imposed on these banks, a share of the large profits which a credit currency 
gives. The banks can well afford to pay it ; the government in its present condi- 
tion, needs all the revenue it can obtain, and the people all the relief from taxation 
tbat can be granted them.* 

4. Again — I prefer this system because it will greatly reduce the danger of 
counterfeits and spurious emissions. There are said to be at this time some seven 
thoQsand kinds of bank notes ; under the new system there will be but one, and 
those prepared with the greatest care, and made as safe as the highest skill and in- 
genoity can devise, and all will be engraved and executed within the walls of the 
Treasurv, under the direction of government officers. 

6. Isecause, if successfully jcarried out, it will bring the currency of the country 
directly and uniformly under the control of national legislation, where it ought ever 
to be, and prove, as I trust, the first step towards that great reform by which the 
dement of credit shall be entirely eliminated from the banking currency of the 
ooontry. 

6. Because, in the opinion of the Secretary of the Treasury, these institutions 
will aid him greatly in conducting the financial operations of the government during 
the present crisis. 

7. Lastly, it will identify the interests of our moneyed institutions with the credii 
of the national government, and thus give strength and stability to both. 

And now, sir, there is yet an additional reason for establishing this system of 
banking on government securities, arising from the condition of fte Agricultural 
States of the West, where the annual production is great, and the ariiount of circu- 
lating <&pitaI'r6lat'iVeIy~small. ^ . "". 

At present, Illinois and the States north and west of her haive bxit fe# brinis. 
Now, as a matter of absolute certainty, these States will proce!^ to cfetttblish bank- 
ing institutions under their own laws. They may not do this kt |rt*esent. Illinois, 
for example, has been so scathed and plundered by credit rhonef banking, that shef 
may be slow in creating another such system, but she will tfo it, becatuse the clainoy 

o This was subsequently reduced to one per deti. pet ttttrimi 
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Tor banks, nnd tlio mistaken views of llio masses in irgranl to paper currency, ynSL 
cttiiijM'l its legislature to ctvute new bdiiking institutioiu. So cf all the States of 
tlie \Vest. 

But ])a8s this hill and wc put an end to the formation of those new State banks ; 
becnusL' sucli are the farilitit^s whieli this Jaw frives, and such the character of the 
eurreney it establish(»s. tliat it will have the preference over any that can be created 
l)y Stiitc le^nslution. As soon as this bill liecomes a law, millions of capital wiU 
be Jivertetl fnini tin' cities of the Kast to the prairies of the West, where it can ob- 
tain a lietter rate of interest than at home, and where it will be employed more ac- 
tively for busin<>ss ]mr]HKses. This will 1h' the inevitable result, and I regard it as li 



cr)<r(Mit nr^uinL-nt in favor of the mcasare before as. Both the Weit find 
be grcutly bencfitiHl by it. 

Tllfe DESIDERATUM. 

(Jould I have my own wishes, I should,*as I have before iasisted,* instead of cre- 
atin;r a rival system, lay a tax of thrwi per c(?nt., semi-annually, on all present bank 
circulation, drive it entirely out of existence, and fill its place with the legal tender 
notes of the povenmient ; so that, on the return of peace, and specie payments by 
the frovernment and the banks, there would be no credit carrency issues, except 
th<»s(? made by the National Treasury, which, by suitable limitation, might always 
be ke])t at ])ar with gold. I would thus establish one kind of cttrrcncy instead of 
three, and that the clieai)est and best we could possibly have. 

Thfs arranuenicnt, together with the legal provision that the banks might issne 
specie certificates in the form of notes for sptHiie actually in their possession, woold 
furnish tlicm and the }>ublic with all the currency they could possibly need, and one 
that wouhl nciver ])e (exposed to any fluctuation except that which natiirally arises 
from the operation of the laws of trade, and which can never be violent or really 
injurif>us to any community or State. 

This coursi', J firmly beli(;ve, would be by far the best for the country and for the 
banks themselves ; and however the latter may be opposed to it at the present mo- 
ment, I veiiture to prt^lict that the time' will come when they will deeply rcgrot that 
such a ]iolicy was not adopted by the government ; but'Sir, we can hope for no sack 
alternative now. C^redit currency banking is a power as irresistible at the N(»lh, 
as slaveholding is at the South ; and however much it mav embarrass the action ot 
government, aiid interfere with the free use of its credit, the votes already taken in 
this house show that we must compromise with this power, and niakc the best terms 
we can. 

The present prrgcct, in my view, is sustained and justified by this statement of 
the case, and by the additional consideration that, in the opinion of the Secretar^ 
of the Treasury, as expressed in his annual report, this measure is quite indispensa^ 
ble in the present condition of our national finances. 



XoTE. — The fQrcgoirig remarks, though prepared for the purpose, were not 
^livered in the J louse of Representatives on the passage of the National Currency 
Bill, as the previous question was unexpectedly called and debate precluded. 

^ speech in the House of ReprescntaiiyeB on the National Finances, Jan. 18, 186^. 
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Two things are alike indispensable in war, men and money. So said 
the great Julius before the Christian era, and if true then, how much 
more so now. 

The expenses of war increase as civilization and the arts advafice, and, 
as these are rapidly progressing, so are the expenditures incident to war. 
An old line-of-battle-ship, such as those with which Nelson fought at the 
Nile, cost a hundred thousand pounds, but a " Warrior," a modern iron- 
clad, requires a million sterling. ,A forty-eight pounder was once a 
formidable gun, but now we talk familiarly of shot weighing half a ton. 
In time of peace, a standing army costs one thousand dollars per man 
annually ; in time of war, vastly more. 

Such being the case, the finances of a nation become a matter equal in 
interest to that of its military force. The two cannot be separated ; the 
latter is dependent on the former. You may, indeed, have money with- 
out men, but cannot have men without money. To every one who can 
comprehend the condition of our national finances at the present time, 
they become a matter of greater anxiety than the military resources of 
the government. :^. ■ 

Our finances are depressed ; from what cause ? 

They ought to. be restored ; in what way ? 

These two questions we propose to answer. 

That the finances are depressed, cannot be a matter of dispute. The 
price of gold at the time of writing this is quoted at 240. One thousand 
dollars in gold will purchase $2,400 of United States bonds bearing in- 
terest at six per cent, payable in coin. This is sufficient evidence of the 
great depression of the public stocks. 

In examining into the causes of this extraordinary depression we shall 
endeavor to speak plainly. Deception is not patriotism, and the good of 
the country does npt require false statements, or specious arguments. It 
18 true of a nation as of an individual, that nothing is gained by self de- 
lusion. The individual who finds himself embarrassed, if he is a wise 
man, will look carefully into his aflfairs, and ascertain, as near as possible, 
just how he stands. He will exercise the utmost scrutiny to know the 
best and worst of his condition. He will not hesitate, or fear to do this. 
Just 80 should it be in regard to national difficulties. 



2 The National Finances. 

Id order to accomplish the object proposed it will be necessary to give 
a brief history of our financial operations since the commencement of the 
war. 

Many false statements have been made in regard to the condition of 
the Treasury at the time Mr. Chase came into office. It has been said 
that the country was then in a very flourishing condition, " the Treasury 
well supplied, the national revenue abundant." All this is untrue. The 
national Treasury was empty. It had been robbed. It was deranged in 
all its departments. There was no adequate system of taxation, and the 
revenue from customs had been almost annihilated. The fiix per cent 
stocks were sold as low as 83 cents ; five per cent at 75 cents. The pub- 
lic debt was $100,000,000. 

And jet under these circumstances, a fearful avalanche of expenditure 
was hurled upon the Treasury. An army of 600,000 men was to be 
raised, armed, equipt, and supported. No financier in all history ever had 
such responsibilities to meet as Secretary Chase. The labors that de- 
volved upon a Colbert, Neckar, Carnot, or Put, were light compared 
with those of the American Minister of Finance. 

No public man in the nation practically unacquainted with the laws of 
43urrency and finance, was perhaps better qualified to meet the crisis than 
Mr. Chase. His character and antecedents inspired universal confidence, 
and bis personal appearance and bearing were in the highest degree favor- 
able to the successful discharge of the duties that devolved upon him. 

THE BAKSS LOAN THEIR WHOLE CAPITAL TO THE GOVERNMENT. 

But under such depressing and difficult circumstances, what could the 
Secretary do ? As there was no money in the Treasury he must go abroad 
And get it. He went to the banks of the three great commercial cities. 
"Where else could he go? The banks responded in the most prompt and 
patriotic manner. Their generous conduct ought never to be forgotten. 
They loaned $50,000,000, and when that was gone $150,000,000 more — 
finally, indeed, they loaned all their capital to the Government; for the 
next annual returns will doubtless show that the banks of the loyal States 
hold a larger amount of stocks than their aggregate capital ; not that every 
bank has loaned all its capital in this way, but some have loaned much 
more, so that in the aggregate, we doubt not it is strictly true, that the 
banks hold a greater amount of governmental securities than the sum total 
of their capital stock. 

But all this amount, so liberally furnished, was but asniall part of what 
was needful to meet the demand of the war, and by authority of Con- 
gress, Treasury notes (greenbacks) were issued. In this manner matters 
went on quite comfortably until the last day of 1861, when the Govern- 
ment and banks suspended specie payment. 

MR. OHASB UNJUSTLY CENSURED. 

Blame has been thrown upon Mr. Chase for this suspension, but quite 
unjustly. That he might by some arrangement with the banks, in regard 
to the circulation of their notes, have postponed the suspension for a short 
time, we do not doubt; but it could not have been long avoided. 
Mr. Chase had a broken down currency to start with. The banks of the 
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tTDited States on the Ist of January, 1861, bad $459,000,000 of imme- 
diate indebtedness, wbile tbey beld but $87,000,000 of specie, equal to 
but 19 cents on the dollar. How was it possible to go through a great 
war with a currency of so little strength ? It could not be done. Sus- 
pension was inevitable. 

The Government and banks having stopped specie payments, a new 
state of things was inaugurated. At first the banks contracted their en- 
gagements, in view of a speedy resumption, but the Government went on 
issuing its notes, as it was obliged to do, and it soon became evident that 
no resumption would take place. The banks, therefore, changed their 
policy, and increased their own issues. 

RISB OF PREMIUM ON GOLD, 

The currency t>f course was expanded, and in a short time, say in about 
two months, there began to be a small premium on gold. In June it had 
advanced to 2^ per cent, and from that time rose rapidly. The Govern- 
ment continued to issue greenbacks to meet the pressing exigencies of the 
nation, the banks issued their notes to increase their dividends, and be- 
tween them both, on the 1st day of December, 1862, they had carried 
the premium up to 33^ per cent. 

This was an alarming state of things. All who could appreciate the 
condition of the currency felt it to be so. An important crisis had al^ 
rived, and it was as certain as anything could be, that the financial policy 
of the Government must be changed, or national insolvency would ulti- 
mately be the consequence. 

OONORESS ASSEMBLES, 

This was perhaps the gloomiest hour of the great struggle. Eve^ 
thing seemed adverse to the national cause, and its best friends were des- 
pondent. Congress assembled. The members felt the solemnity of the 
crisis, and the majority were ready to do anything which the Secretary of 
the Treasury should recommend. Bold and efficient measures were in- 
dispensable, and had such been brought forward by Mr. Chase, they would 
have been carried, for there was no lack of confidence in the Secretary, or 
want of cordiality between the diflferent branches of the Government 

Up to this point the management of Mr. Chase had secured as much 
success as could reasonably have been expected. He had used a feeble 
and defective bank currency wisely, and had issued the Government notes 
only as the most imperative necessity required. But this course could be 
safely pursued no longer. The frightful premium on gold of 33^ per cent 
was an unmistakeable indication, that although he had been able to fur- 
nish thus far the funds required to carry on the war, it was a temporizing 
policy which should no longer be followed. Unless the rise in the price 
of gold, and of course of all other commodities, could be arrested, the 
Oovernment would grow weaker and weaker. 

The credit of every Government is more or less depressed in time of 
war. It has always been, and always must be so. The expenditures are 
vast, the consumption of capital rapid, the duration of the contest always 
uncertain, the fortune of war constantly varyiug, and the final results 
wholly unknown. It is not possible that public credit should be unafiTec- 
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ted by such adverse circumstances. And this must be especially true of 
a Government suddenly plunged into the most fearful conflict in human 
history. The wonder is not that the credit of the nation suffered so much, 
but that it suflfered so little — that the capitalists of the country responded 
80 cheerfully and heartily. 

Had the bank currency of the country been reliable at the commence- 
ment of the war, it might have been kept so without difficulty, and there 
would, of course, have been no premium on gold. The prices of all com- 
modities being determined by a correct standard, the national expendi- 
tures would have been lessened, and whatever of depieciation there really 
was in the national credit, would have shown itself in the discount at 
which Government bonds would have been negotiated. 

THS GOLD PR£MIU£& HAS TWO ELEMENTS. 

But it was far otherwise, and a heavy premium on gold and correspond- 
ing rise in prices were the necessary consequence. It is important to 
understand that this premium on gold, so irresistable in its influence, in 
the present case, is composed of two elements ; first, that which arises from 
a redundant currency ; secondly, that which comes from the depreciation 
of the public credit incident to a state of war. But from whichever cause 
it may arise, its effects upon the national finances are equally unfavorable.- 
These effects we must notice. 

EFFECTS OF THIS PREMIUM. 

Ist. Effect on prices. All commodities advance in price as the standard 
by which they are measured declines in value. When it requires two and 
a-half dollars of the currency to purchase one dollar in gold all commo- 
dities will advance in proportion — that is two and a-half times above their 
natural price. 

2d, Effect on governmental expenditures. These are increased in the 
same proportion, and the Treasury is therefore obliged to disburse twice 
and a-half as much as would be required if its purchases were made with 
a currency equivalent to gold — that is, with a sound or convertible cur- 
rency. 

Zd, The effect on the rational debt. That is growing twice and a-half 
as fast as it would be if the standard were gold instead of paper, or mere 
credit. Debt to the amount of one dollar is created for every 40 cents 
of value received by the Government — certainly a wasteful mode of con- 
ducting the most stupendous war the world has ever seen. 

A^th, The effect on labor. The wages of the laborer are not raised as 
much as the commodities which he consumes. Wages are higher than 
they would be under a value currency, but not as high in proportion a» 
all articles of commerce. Why is this ? For the reason that for all 
commodities there is both an actual and a speculative demand, while for 
labor there is only the actual demand. The speculative demand always 
enhances the price of property, but the wages of labor cannot be bought 
up and held like flour or coffee for a rise, and, therefore, it is that the la- 
borer is certain to suffiar from any inflation of the currency which indu- 
ces speculation. 

bth. Effect on imports, A redundant currency always increases im- 
portation, especially of luxuries, and causes a demand for gold for expor- 
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tatnon. It is commonly supposed that importations are greatly influenced 
by tariffs ; but the statistics of the national Treasury show indisputably 
that importations are governed by the currency. The larger the volume 
of the currency the greater the amount of foreign imports. Nothing is 
more certain than the operation of this law. 

Qth, The effect on speculation. As we have already intimated, a re- 
<lundant currency induces speculative operations, and these become wild 
and extravagant as the quantity becomes excessive. It is a certain and 
inevitable consequence which cannot be avoided. It has always been, 
and always will be so. It is an effect. Many persons denounce specula- 
tion and the speculator, but that is entirely idle. The thing to be de- 
nounced is the cause. Every man and woman, in every sphere of life, 
may, and in fact, does speculate. 

When prices were constantly rising from day to day, and the prudent 
housewife sent to the grocery for five pounds of tea instead of one, because 
**• every thing is rising," she speculated as truly as the grocer who pur- 
chased fifty chests of tea instead of ten, for the same reason. Under 
such gr^at excitement as a vast inflation of the currency causes, it may 
be literally said, that speculation is universal, and its effects highly pre- 
judicial to the public morals and public interest ; but remove the cause, 
and you remove the evil. Preserve a sound currency and speculative 
gambling will be almost unknown. With these remarks upon the effects 
of a premium on gold we return to our review of the national finances, 
and would recal the condition of things on the 1st day of December, 1862, 
when the 37th Congress assembled for its last session. 

WHAT THE SECRETARY ASKED FOR. 

As we have before said, it was a dark hour in our history, and it was 
evident to all who could understand the signs of the times, that the finan- 
cial policy of the Government should be greatly changed. 

The first object should have been reduce the currency, and bring back 
gold to par. This was a sine qua non ; yet the Secretary had no propo- 
sal of the kind to make, but in the bill '^ to provide ways and means for 
the support of the Government," he wished for loans. Treasury notes on 
interest, Treasury notes not on interest (greenbacks,) fractional currency, 
and subsequently, for a system of National Banks. 

LOANS QUANTED. 

The bill was debated through the session, but finally loans to the amount 
of $900,000,000, 10-40 coupons, 6 per* cent, payable in coin were author- 
ized. This was well. Coin had been previously given for interest, and 
it was not practicable then, perhaps, to change the policy, but it was 
nevertheless a mistaken one at the outset. The Government should never 
have recognized any difference between its own notes and specie. Green- 
backs should have been sufficiently good for all purposes, for the soldier 
and the capitalist, the importer and the manufacturer. 

TREASURF NOTES. 

Another proposition was for $300,000,000 of Treasury notes of ten 
dollars and upwards, bearing interest, payable semi-annually in coin at 
the rate of one and a-half cent per day, or 5.47 per annum. 
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When this measure vas brought forward it was objected by a member 
from Massachusetts, that the rate of interest was an unusual one, to which 
the people were not accustomed, and was less than the common rate, and 
therefore would not be satisfactory ; that the interest was payable semi- 
annually, which, on small notes, would be inconvenient and expensive ; 
was payable in coin when it should be payable in lawful nvoney. 

OOMPOUKD INTEREST VOTES PROPOSED. 

Instead of this, the objector proposed — 

1st That the notes should be issued payable in three years, principal 
and interest. 

2d. That they should bear six per cent compound interest. 

3d. That principal and interest should be paid in lawful money. 

4th. That interest for each six months should be computed and en- 
graved on the back of each note. 

5th. That they should be paid out to contractors, soldiers, officers, and 
other creditors of the Government, so that they might secure a 
wide diffusion. 

If these notes were so issued, it was argued that they would be Aoarrferf; 
that they would inflate the currency but little, if any, as they would be 
laid by for investment by all who could afford to keep them, and thus be 
demonetized ; that such notes were precisely what all persons having trust 
funds, like executors, guardians, trustees, etc., would wish to obtain and 
hold ; that they would be especially acceptable to savings banks, who by 
retaining these notes would be drawing compound interest, and yet be 
ready at any moment to meet such calls as might be made for their de- 
posits ; that they would, in short, constitute a popular loan to the Grovern- 
ment, and thus aid the national Treasury ; while at the same time millions 
of people would thus become personally interested in the stability of the 
public finances — a matter of no small moment in a time of great distress 
and embarrassment ; and lastly, that they would not interfere with any 
other Government loan. 

The bill was recommitted, and finally reported with authority to issue 
♦400,000,000 of Treasury notes of $10 and upwards, at a rate not ex- 
ceeding six per cent, payable not exceeding three years. 

MORE GREENBACKS AUTHORIZED. 

In the same bill authority was given to issue $160,000,000 of Treasury 
notes without interest, (greenbacks,) and $50,000,000 of fractional cur- 
rency. The act was approved March 3, 1863. 

Besides this, Mr. Chase had on hand some $300,000,000 of 6-20's pre- 
viously authorized, making in all, $1,200,000,000. 

Such, however^ had been the delay of Congress in acting upon the 
finance bill, such the expansion of the currency in the meantime, and such 
the discouraging aspect of military affairs, that gold on the day of the 
adjournment was at a premium of 65 per cent. 

How did the Secretary use the vast power placed in his hands by the 
national Legislature ? The ample provisions, which, despite a violent op- 
position had been made by Congress, inspired confidence amongst capi- 
talists, and the 5-20 bonds sold rapidly. They became more popular 
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from week to week, until the subscriptions amounted to two or three mil- 
lions per day. 

These sales reduced the circulation, as they were made for greenbacks, 
and gold rapidly declined to about 40 per cent. The victories of Gettys- 
burg and Vicksburg, which took place about the 4th of July, gave addi- 
tional impetus to the fall of gold, and it went down to 23^ during that 
month. 

THE 10-40's' ISSUED AT FIYE PER CENT. 

The condition and prospect of the Treasury was now encouraging, and 
it seemed only necessary that Mr. Chase should go forward in the same 
direction to secure all the funds the Government required. The 10-40 
bonds were even more desirable, if issued at 6 per cent, as the Secretary 
was authorized to issue them, than the 5-20's, If promptly put into mar- 
ket they would have sold as rapidly. But Mr. Chase seems to have sup- 
posed that the 5-20's having sold so well, he could issue the 10-40's at 
five per cent, and thus make a large saving to the Government ; and he 
accordingly fixed the rate of interest at five per cent. This proved, as all 
shrewd financiers expected, a great mistake. The demand for bonds fell 
off at once from two millions to two hundred thousand per day, notwith- 
standing they were widely advertised. But this was not all, nor the worst 
of the matter. By issuing these bonds at five per cent instead of six, the 
Secretary virtually depreciated his own currency by the difference, be- 
cause it required 1.20 in greenbacks to purchase an equal income or in- 
terest on five per cent, which 1.00 would purchase on bonds bearing interest 
at six. Consequently the price of gold was thereby raised 20 per cent, 
and of course the price of all the Government must purchase to carry on 
the war. The economical intention of the Secretary proved a most uneco- 
nomical operation for the country. The popular current seemed to be 
running strongly in favor of the Government credit while the sale of the 
6-20'8 was going on, but the 10-40's offered at five per cent changed the 
face of affairs, and the current set strongly in the opposite direction. 

ISSUE OF TREASURY NOTES ON INTEREST. 

But there was still another way in which the Secretary might have 
greatly reduced the premium on gold. 

He was authorized to issue 1400,000,000 of Treasury notes at not ex- 
ceeding six per cent, as before stated, and it was expected that he would 
make them at six per cent compound interest, and of suitable size for cir- 
culation as had been proposed in Congress. But he did no such thing. 
He first issued $50,000,000 at five per cent on two years, $50 notes and 
upwards. These, all or mostly, went into the banks in Philadelphia, New 
York, and Boston, where they displaced and drove out into circulation 
$50,000,000 of currency. This, instead of benefitting the Government, 
absolutely made matters worse, and carried the gold premium still higher. 
The Secretary then made the experiment of issuing |» 150,000,000 of five 
per cents, for two years, with coupons attached, but under the str;ing<^ 
restriction, that the coupons should hot be cut off, except by an officer of 
Government 1 These, too, to a great extent, went into the banks, and 
operated to expand the currency and carry up the premium on gold. So 
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that DotwithstandiDg the success of the war, it went up to 08 on the 15th 
of Jane last. 

THE GOLD BILL. 

And now came the crowning folly of financial legislation. 

Congress, as it is understood, at the instance of the Secretary of the 
Treasury passed an act " prohibiting the sale of gold in certain cases.*^ 
The measure was utterly absurd, and produced an effect precisely oppo- 
site to that intended. The price of gold advanced more rapidly than 
ever before, and went up to the extreme rate of 285. All confidence in 
the actual market value was destroyed, and speculation became more rife 
than ever. 

Alarmed at the results of its own folly. Congress repealed the obnoxious 
act, and gold again receded. The victories of Grant, Sherman, and 
Sheridan, which soon followed, carried the price down to about 200, from 
which point it has risen to its present rate. 

Such is a brief outline of the financial operations of the national 
Treasury. The results are now before us, and the question presents itself, 
whether a different course from that pursued might not have been adopted 
with great advantage to the country, and whether even now such a course 
should not be attempted. 

WHAT MIGHT HAVE BEEN DONB. 

Suppose that instead of the plan pursued by Secretary Chase, he had 
issued his 10-40 bonds promptly at six per cent. They would certainly 
have met with a ready sale, and he would have been able still further to 
reduce the circulating medium, and, consequently, the premium on gold, 
and besides would have furnished himself abundantly with funds. But it 
may be said that the Secretary could not have carried out this reduction 
of the currency with entire success, because, as he withdrew the green- 
backs, the banks would push out their notes. True, and hence the nece&> 
sity of such legislation by Congress as should have effectually prevented 
this. But the experiment showed that the reduction of the currency 
lowered the gold premium, and that if it could have been fully carried out 
gold might have been brought to par. 

COMPOUND interest NOTES SHOULD HAVE BEEN ISSUED. 

Suppose again, that as soon as Congress adjourned the 4th of March, 
1868, the Secretary had set about the work of preparing his six per cent 
compound interest notes, and issued them as he might have done, in a 
few months. They would have been readily received, and as readily hoarded. 
Instead of this he never issued a dollar of this kind of notes until June, 
1864, fifteen months after he was authorized, and just before he left ofiSce, 
when he only put out a few millions. 

The manner in which they were received, and their immediate disap- 
pearance from circulation satisfied everybody of the desirableness of this 
kind of Government notes, and Mr. Fessenden, the new Secretary, has 
since issued them, we believe, exclusively, (so far and so fast as he was able,) 
and at present there are sonae $150,000,000 or more in thehands of the people. 
They have been paid off to soldiers and other creditors of the Govern- 
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ment, and, as was confidently predicted, immediately hoarded by those 
who have the ability and disposition to lay them by, as a safe and most 
convenient investment. They thus become a three years loan to the 
Government. 

If these three measures had been adopted, (and they were perfectly 
feasible,) is it not quite clear that such a depressed condition of our na- 
tional finances as we now witness, would never have existed ? That gold 
would have been brought down nearly to par ? If so, then is it not 
equally clear that what we now suffer from the depreciatiou of our cur- 
rency, and the low value of our national stocks, is owing to mistakes and 
blunders ? 

The value of our stocks is low, not so much because the ability of the 
nation to discharge all its indebtedness, or the disposition of the people 
to sustain the Government, is doubted, but that owing to our mistaken 
management, a redundant currency has been allowed to accumulate in the 
country, until the standard of value is so reduced that our stocks actually 
bring only 40 or 50 cents on the dollar. 

WHAT IS THE REMEDY ? 

First The currency must be reduced until prices are restored to some- 
thing like their natural rate, and gold goes down to par. 

It is in vain to hope for any reform or essential improvement until this 
is done. 

If it be said that this cannot be -accomplished, then the finances cannot 
be saved. But it is not true that this cannot be done. Intelligence and 
determination on the part of Congress, and efficiency and perseverance 
on the part of the Secretary of the Treasury, are all that is required even 
now, low as the public stocks have fallen, to retrieve the national credit and 
restore the finances. 

THE BANK CURRENCY MUST BE WITHDRAWN. 

That the undertaking is an arduous one we shall not deny. There are 
now some 1,500 banks competing with the Government in issuing cur- 
rency. This competition neither the Government or the people can stand 
much longer. The nation must have the advantage of its entire credit 
to carry on the war. Of all forms of credit, that in the shape of currency 
is the most available, and used only to ^ reasonable extent, the most 
profitable. 

The bank currency of the nation, at the present time, reckoning the cir- 
culation at $250,000,000, and the deposiU at $450,000,000, is $700,000,000. 
The country does not need a dollar of that circulation. There are 
$457,000;000 of greenbacks, besides fractional currency, and these are all 
that the country needs, all it can possibly bear, and preserve the standard 
of value. Every dollar, therefore, put in circulation by the banks, inflicts 
injury upon the nation, and goes to break down our finances and weaken 
the Government. The bank circulation, at the present time, is a public 
niiisance that must be abated. 

Such being the case, it becomes the imperative duty of Congress to im- 
pose a severe tax upon the circulation of the banks. Probably a three 
per cent tax for the first six months, and five per cent for the next, with 
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prohibition after twelve months, would be found entirely effective. This 
would cause a gradual withdrawal of all bank circulation, and the Govern- 
ment currency would form the only circulating medium. This would be 
ample, and upon it the people would gain the entire interest. This cur- 
rency the Government might enlarge or diminish from time to time, ao- 
Gording to the wants of trade. > 

If this be so, why should not the reform be at once commenced, and 
continued until the desired object be attained f 

What objection can there be to such a course of proceeding f 

WILL THIS DESTROY THB BANKS f 

Will it be said that such taxation must destroy the banks! Not at all. 
Not a dollar of their capital will be touched ; they will still possess every 
light and privilege attached to banking, except the assumed right of 
manufacturing currency, a right that belongs exclusively to the Govern- 
ment of the country. Will it be said that it will prevent them from 
making fair dividends ? That cannot be true, for the capital of all the 
banks, of whatever kind, is invested in Government stocks, and upon them 
the banks draw six per cent annually in coin ; they also have their deposits 
on which to make loans, and thus increase their profits, besides all 
they can make upon exchanges, no small source of ineome. The banks 
can do as well as any other interest ; as well as the farmers, mechanics, 
or merchants, without swelling their profits by issuing their promises in 
the form of currency, and thus injuring all classes of the community, and 
weakening the Government in the hour of its distress and peril. 

Do banks exists for the benefit of the country, or the country for the 
benefit of the banks ? That is the primary question to be settled. But 
there is, in truth, no real collision of interest if the matter be looked at in 
its true light. That which is beneficial to the banks in the long run, is 
equally so to the country ; that which is detrimental to the one, is equally 
detrimental to the other. 

THIS OOURSB FOR THB I^^^ERBSTS OP THB BANKS. 

Of all classes banking institutions are the most interested in having their 
own notes entirely withdrawn from circulation, because they, above all 
others, have the most at stake in the success of the natioual finances. If 
the Government securities are repudiated, the banks are utterly ruined. 
That they must know very well. Other interests and institutions may 
suffer much by a failure on the part of the Government, but the banks 
will be annihilated. How anxious ought they to be, then, that a policy 
should be adopted which shall expel all bank circulation, and thus afford 
great additional strength to the Government, by reducing its expenditures 
and curtailing the national debt, which at the best will be of formidable 
dimensions. 

BANK STOCKHOLDERS. 

No far seeing stockholder can desire that the present inflation of the 
currency should continue, much less that it should be carried farther; for 
be must see that if this is done, final bankruptcy and repudiation are 
inevitable. 
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There is still another reason why a bank stockholder, who understands 
the nature of currency and his own interests, cannot wish for an excessive 
currency, and that is, that he gains nothing^ hut absolutely loses by it. He 
increases his dividends to be sure, but at the same time raises the price of 
every thing he has occasion to purchase. That this is very bad economy 
may be seen by the following illustration : 

A has an income from various sources of « $5,000 

From bank stock 1,000 

Whole income |6,000 

In consequence of an increase of circulation by the banks he gets an 
increase of $500 in his dividends, making his income $6,600. But prices 
of all commodities have advanced 25 per cent in consequence. What he 
could have bought for $6,000 he must now pay $7,500 for. So he has 
lost $1,000 by the operation 1 There is nothing imaginary or ficti- 
tious in this statement of the case. It is a plain matter of fact 
that any person can appreciate who will give a little consideration 
to the subject. It is very strikingly illustrated at the present time, when 
incomes for the purchase of commodities have scarcely half their former 
value ; and it is ever true, that those who receive dividends from bank 
stock always suffer when those dividends are increased by inflating the 
currency. It is a law from which none can escape, and the holders of 
bank stock, for their own interest, should be utterly opposed to such in- 
flation. 

j(^~ Therefore, the proposition we now insist upon, that all banknotes 
shall be withdrawn from circulation, is one that, so far from being injuri- 
ous, will be absolutely beneficial to those who hold bank stocks. 

It may perhaps be said, that after all no legislation is needed on this 
point, because the banks already have the power to call in their issues if 
they see fit. True they have the power, but will they universally have 
the disposition to do so ? A few of the more enlightened bank managers 
are quite ready for the movement, but can they secure concerted and 
unanimous action ? That is not to be expected, and hence the action of 
Congress is indispensable. 

NATIONAL BANKS INCLUDED. 

But it may be inquired, perhaps with some surprise, whether we intend 
to say that the currency of the National Banks shall share the fate of that 
of the State Banks, and be expelled from circulation ? We answer, Yes, 
we mean just that. But it may be asked, was not the National Bank sys- 
tem a special pet of the late Secretary, and did he not insist upon it as 
essential to his financial system ? Certainly. But on what ground are 
the National Banks to be favored at the expense of the Government and 
the peril of the national finances ? They, like State banks, exist for the 
benefit of the public, and are to be maintained and cherished only so long 
as they answer that end. The last section of the act by which they were 
established, says, " Congress may at any time amend, alter, or repeal this 
act." The banks accepted their charters under this condition, and with- 
out it the bill never could have become a law, for a large majority of both 
houses had little confidence in the measure^ and voted for it mainly be- 
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cause it was so strongly urged by the Secretary. A full majority of Con- 
gress never gave their sanction to \L In the Senate, the vote was 23 to 
21, and 4 absent. In the house, 77 to 64, and 38 absent. 

As a measure of finance the National Bank system was of slight im- 
portance. It was urged in behalf of it, that a large demand would be 
made for the bonds of the Government, but such was not the case. Exist- 
ing banks, having their capital already in stocks, had no occasion to pur- 
chase in order to come into the new system, and when new banks were 
got up, it was generally by those who were already holders of Govern- 
ment bonds. 

As financial agents there was no necessity for these banks, because the 
State banks could act as such efficiently, and as they held Government 
bonds so largely, could give all the security required, and would have been 
happy to do so. As a measure of finance, there was really no occasion 
for the creation of a new banking system. 

NATIONAL BANKS, WH7 PRBFERABLK. 

But as a currency measure^ although it was no suitable time to inaugu- 
rate a new system, it may certainly be regarded as a decided improvement 
upon the old for several reasons. 

1. Because all notes issued under it are permanently secured, so far as 

a Government guarantee can do it. 

2. Because the notes will be universally current, and as far as possible, 

under a credit currency, will equalize exchanges. 

3. Because it brings the currency under national legislation and control, 

where it ever ought to be. 

4. Identifies the interests of our monied institutions with the credit of 

the national Government, aud in so far adds to the stability of 

both. 
For these reasons the system may be justly regarded with more favor 
than that which it is designed to supersede, and there need to be no in- 
terference with it, except with the issue of its promises, or credit, as cur- 
rency. That, under any circumstances, no banks ought ever to do, and 
under present circumstances, when to do it is in the highest degree to in- 
jure the national finances and absolutely endanger the public safety, they 
ought to be prohibited from it entirely, and rely upon legitimate business 
for their profits. If such profits, together with the interest in coin which 
they receive upon their Government bonds, are not sufficient to enable 
them to make satisfactory dividends, it is clearly not for the interest of 
the public that they should exist at all. 

BUSINESS MEN, HOW AFFECTED. 

But it may be urged as an objection to any curtailment of bank circu- 
lation, that business men will thereby be deprived of their accustomed an 
necessary accommodation in the way of loans. 

There is no force in this objection when the circumstances of the case 
are carefully examined. The banks, we have already shown, have no capital 
to loan, having already parted with that to the Government. They have 
nothing but their own credit in the shape of currency. If their currency 
be withdrawn prices will be so reduced that business men will need only 
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half what they now do, and money will be as plenty with them as ever. 
Speculators will suffer, but no other class. Their vocation will be ended, 
and legitimate capital »vill be employed for legitimate purposes. 

We know it may be said, there will be a loss upon stocks on hand if 
prices are brought down. True, and so there will be whenever we return 
to a sound currency. The sooner we come to that the better. The longer 
it is postponed, the worse will it be for all. 

THE FAVORABLE MOMENT. 

There never was a time in the whole history of the nation when busi- 
ness men had so little necessary connection with the banks. They do not 
themselves give credit, and they have little occasion to ask credit of the 
banks. The circulation of the banks merely inflates prices and excites 
speculation. That fact is well known to all concerned with business and 
banking, and the gradual withdrawal of bank notes, as proposed, would 
not only not be injurious, but absolutely advantageous to all engaged in 
every department of trade and manufacture. 

MORE COMPOUin) INTEREST NOTES. 

In the second place. Congress should authorize a further issue of com- 
pound interest notes, and the Treasury should pay them out so long as 
they continue, as at present, to be hoarded, but no longer. Whenever, 
they appear in the currency, that is in circulation, no more should be issued 
Until that time arrives, there is no more politic or Convenient mode of 
raising funds for the Government ; and a measure so eminently successful, 
thus far, should be followed up till all its advantages and capabilities are 
realized. 

ONLY ONE KIND OF BONDS. 

Thirdly^ Congress should authorize only one kind of bonds, and those 
six per cents, on such time as may seem most desirable, say not less than 
five or more than twenty years. This should be the uniform mode of 
raising money by loan. Every other description of loan should be dis- 
carded. Then all at home and abroad would understand the precise char- 
acter of our Government stocks, and make their arrangements accord- 
ingly. 

There should be no temporary loans ; no different rates of interest 
founded on the expectation that the war will soon terminate — that six or 
twelve months will be as long as the Government will need to borrow, 
and therefore it may temporize. Such idle expectations have already cost 
the nation millions of money and thousands of lives. 

THE BRITISH FINANCES, 

The British Government, in its great struggle with Napoleon, prose- 
cuted the war as if it were to last forever ; met its vast demands in the 
most prompt and resolute manner, insposing the heaviest taxation possible, 
and negotiating its loans on the best terms it could. 

The discount or loss upon the sale of its bonds, from 1793 to 1815, was 
more than 40 per cent, yet the sacrifice was cheerfully submitted to, though 
in the aggregate it amounted to $1,350,000,000, a sum equal to more 
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than ono-balf of our whole national debt at the present time 1 Bat by 
this bold and decisive action, the finances of the nation wero maintained) 
and England secured her grandest triumph. 

If we would have a likesuccess, we must imitate her example. Oursjs* 
tern of internal taxation must not only be kept up, but eviery efifort made 
to increase it. The revenue must be carefully watched, and every oppor- 
tunity to eitlarge it must be promptly improved, whether by excise, cus- 
tom house duties, or direct taxation. 

PREMIUM ON GOLD NOT DBPBXDANT ON MIUTART SUOOBSS. 

Again, we should not delude ourselves with the false idea that if we 
have great military successes the premium on gold will disappear. This 
is a popular delusion, which has alreaJy given rise to many temporary and 
wasteful expedients. The premium on gold will not be permanently affec- 
ted by any military acheivments whatever. If Grant should capture the 
rebel capital, and Sherman march his troops to the Atlantic, or the Gulf 
of Mexico, the quantity of currency will not thereby be changed, and there- 
fore the premium on gold will remain essentially unaltered. Even were 
peace to come within sixty days, the price of gold could not, until the 
currency was reduced, go down to par. 

attempts to influence it. 

And here we would say that no attempts to influence the price of gold 
should be made by combinations formed for that purpose, or by govern- 
mental action. Such has hitherto been the case on more than one occa- 
sion. The newspaper press has done its utmost to " bear " down the 
f premium on gold. All such eflforts are very far from indicating an en- 
ightened patriotism, however well intended. 

They produce no good result nor any permanent effect, but they do 
greatly interfere with the trade and industry of the country. For example, 
a great effort was made during the month of September last to bring down 
the price of gold. On the second of the month it stood at 154, on the 
6th of October at 88. A tremendous panic was created mostly by politi- 
cians through the newspapers, and the public was made to believe that 
gold was going down to par, or nearly so. Business men were greatly 
alarmed, and many sold off their stocks at an enormous sacrifice, because 
they believed that gold certainly would decline until it reached par value, 
and of course every species of merchandise would follow gold. So they 
sold out at whatever they could get. But all this was a perfectly sense- 
less panic, without the slightest foundation; and therefore, despite of all 
these efforts, gold went up back to its former average price, and has fluc- 
tuated mostly between 210 and 240 — which is probably about its actual 
value as compared with the present eurrency of the country, by which it 
is measured. Great injury was inflicted upon innocent parties. 

NOBODT BENEFITED. 

It may be said we are aware that whajt the manufacturers, importers, 
and dealers thus lost, the people, the consumers, gained. That, in the long 
run, is not true ; for such a panic destroys confidence and interrupts busi- 
ness. Men feel that they are not safe in making operations, and hence 
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the industry of the country is paralized, and production is lessened. 
The country, as a whole, is not benefited by any such movement 
as that refered to. Gold should be allowed to rise or fall by the laws 
of value, and not by any extraneous efforts made for that purpose. 

WHAT BUSINESS MEN SHOULD DO. 

If the matter were well understood by business men, they would pay 
no attention to the hue and cry raised about the premium on gold, but go 
straight forward in their operations with entire confidence, that until the 
quantity of currency is reduced by the action of Government no essential 
change can take place. Gold may advance from where it now is, and 
probably will^ but it cannot permanently recede, except in the contingency 
mentioned, that is, by the action of Government. 

As a matter of fact, there has been no safer time to do business, for 
many months, than the present. If Congress should take measures to re- 
store the currency, it will be a gradual movement of which all will be 
apprized, and can govern themselves accordingly. The true standard might, 
in that way, be restored, with as little loss and injustice as the nature of 
the case will admit. 

A CHEERFUL VIEW OF THE MATTER. 

If the foregoing considerations in regard to the past history and pre- 
sent condition of the finances and currency of the country are correct, 
then it will follow that the depression and derangement we suflFer, are not 
the result of any want of ability or disposition on the part of the people 
to sustain the Government in its great struggle, but only to the mistakes 
of those to whom the management of its affairs have been entrusted. 

This is a most cheering view of the case, because if our difficulties are 
owing to errors in legislation and financial mismanagement, then, if those 
errors are rectified, the finances may be restored. 

We have endeavored to show that this may be done, that Congress raav 
re-establish a sound standard of value, negotiate the public securities upon 
that basis, and thus greatly reduce public expenditures, and prevent an 
unwarrantable increase of the national debt. 

THE NATIONAL DEBT. 

But it may be said that vfe shall after all be left, when the war is closed 
with a great debt. True, and it will be a national incumbrance which 
every sensible man must deplore. It is no blessing, as some would fain 
make the people believe, but will be to the nation what a heavy mortgage 
is upon an individual estate. The only question is, will that burden be so 
great as to bear with oppressive weight upon the people ? So large as to 
retard their industry, interfere with the natural increase of population, put 
a stop to immigration, and consume the capital of the nation ? Not at 
all. Nothing like it. Wisely managed, it can be easily borne, aye more 
it can be paid off in thirty years without difficulty. There is not the 
slightest occasion to fear repudiation from inability to discharge the debt. 

Our debt will be less per capita than that of England, while curability 
to sustain taxation is practically twice as great as hers. No people ever 
bad 60 large a margain, over and above their necessary expenditures, oat 
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of winch to pay taxes, as the people of the United States. But oar present 
population are not alone to pay tbe debt That will be done by a greatly 
augmented population. Nor is the debt always to bear six per cent in- 
terest. As fast as it becomes payable, as most of it will, at the pleasure 
of tbe Government, in five or ten years, the new loans will be had at not 
exceeding four-and-ahalf per cent. Let tbe credit of the Government be 
established as firmly as prior to the war, and its bonds at four-and-a-half 
per cent would command a premium. This we shall readily believe, if 
we consider that they are exempt from taxation, which is equal to one per 
cent annually at leasL Tbat would reduce them to five per cent. 

Our stocks of every description will eventually be consolidated into one 
having a uniform rate of interest, and then American ^* consols" will be 
in general request at home and abroad lor permanent investment. A large 
part of our debt will eventually be held in Europe, where capital yields a 
much less rate of interest than in this country. 

PROSPECTIVE INCREASE OF POPULATION AND WEALTH, 

If the population of the country increases in the future as in the past, 
(and it assuredly will,) in 20 years we shall be 60,000,000. If our wealth 
increases in tbe future as heretofore, it will iu the same period amount to 
more than 50 billions, ($50,000,000,000,) or more than three times its 
present amount. Should our public debt reach the imprqibable and ex- 
travagant amount of four billions, ($4,000,000,000,) it v^ould not be half 
as great a burden on the people, as the debt of England was upon her 
population at tbe close of the wars growing out of the French Revolution. 

NO REPUDIATION. 

There is then, no occasion for repudiation, or danger of it, if we reform 
our financial system and efi'ectually put down the rebellion. The first the 
Government ought to do, and if disposed, can do ; the latter the people 
are determined shall be done. 

They have resolved that the nationality shall be restored in all its in- 
tegrity — that at whatever cost of blood and treasure, 

''These States shall be, 
One nation, sovereign, iodependeDt, free." 

The people comprehend the great issue and are prepared to meet it 

We have able generals who know how to fight battles and follow up 
victories ; men who have no fears whatever ot hurting the rebels, or de- 
stroying their property, when necessary. 

We have brave and veteran troops, who instead of being employed in 
guarding rebel orchards and hen roosts, are marching in serried ranks to 
those great victories and achievements which are to decide the fate of 
their country. 

By the will and fiat of a mighty people the war cannot end, or even 
relax, until all who once formed the American nation shall be reunited 
under one government, in one great and glorious destiny. 
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GOVERNMENTAL INTERFERENCE WITH THE 

STANDARD OF VALUE. 

BY HON. AM AS A WALKER. 

Read before the Economy ^ Trade^ and Finance Department of the Ameri- 
can Association for the Promotion of Social Science^ at its late mee t- 
ing in Boston^ 1867. 

A Standard of Value, or some object by which the value of all other 
objects may be measured and determined, is one of the most essential 
conditions of civilization. Without it man can rise but little above the 
savage state. Barter in kind must be the only mode of effecting ex- 
changes. 

The true Standard of Value exists in nature, is subject to nature's laws, 
and recognizes no other. 

Governments have rightfully nothing to do with it. They cannot create 
or regulate it, because it exists independently of all enactments, and sub- 
raits to no control whatever ; they might as well attempt to regulate the 
movements of the planets. 

As a Standard of Value was one of the first necessities of man, so it 
47 
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was one of his first achievements. Common sense was sufficient to show 
that some uniform measure of vahie was required in making the ex- 
changes of society, even in its rudest and least developed state, and hence 
one commodity was universally adopted, not in consequence of conven- 
tional arrangement, but by the common consent of mankind. That com- 
modity was the precious metals, gold and silver. These cost labor and 
were objects of desire, therefore they had value in themselves. They 
were durable, portable, of uniform quality, malleable, nearly indestructi- 
ble, and more stable in value than any other commodity, therefore they 
came to be the standard by which to measure ail other values. 

In process of time government undertook the coinage of these metals 
— that is, assayed them and ascertained their purity, divided them into 
convenient planch ets, and stamped upon them what was virtually a cer- 
tificate that each contained so much weight, that is, so many grains, 
pennyweights, or ounces, of a given standard of purity. This was all the 
civil power was asked to do. It did not add to the value of these metals 
at all, except the small amount of labor it bestowed upon them, say to 
the extent of half of one per cent. And when this was done, mankind 
were furnished with a standard of value as perfect as it was possible to 
attain. Here ended all natural and proper connection between rulers 
and the Standard of Value. 

But, unfortunately for the world, the actual connection of government 
did not terminate at this point. Arbitrary power having undertaken to 
certify to the weight and fix the denominations of the coins, in process 
of time went further, and not only debased the standard of the metals 
used, by introducing alloy, but reduced the weight of the coins. 

The pound sterling of England, which, in the reign of Edward I. con- 
tained, as the term implies, one pound Trov of standard silver, viz., 11 
ounces 2 dwts. of fine silver, 18 dwts. alfoy, in the reign of Henry 
VIII. was reduced to less than one ounce ! This despotic sovereign dis- 
covered, by various experiments, an easy way to pay his debts, by col- 
lecting the public revenue in coin of full weight, and then, by recoinage, 
make twelve pounds out of one. Ho thus expanded the circulating 
medium, raised prices, and rid himself of pressing obligations. 

In the reign of Queen Elizabeth, the coin of the realm was so far 
restored, that the pound currency contained about one-third of its original 
weight of silver. But slight alterations have since been made, and a 
pound of standard silver is now coined into 66 13-100 shillings; so that 
the coin of England to-day, as compared with that of Edward I., is as 20 
to 66 13-100. 

The Scotch pound, which, in the reign of Robert I., was of the same 
weight and fineness as that of England, has, by successive reductions, 
been brought down to less than one 37th part of its original weight ; 
one pound Troy being now equal to £37 4s. 6d. 

The French livre seems to have fared worse than the English or Scotch 
pound, for it suffered diminution until it contained but one seventy^eighth 
part (1-78) of its original quantity of silver, equal in value now to about 
19 centa 

Such fraudulent changes of the Standard of Value could only be 
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effected by arbitrary power, in dark and semi-barbarons ages. As civil- 
ization advanced, and constitutional governments were established, out- 
rages of this kind were no longer practicable. Contrivances were, how- 
ever, soon hit upon, not only vastly more effective in producing the same 
results, but which, so far from being troublesome and odious, were, for 
the time being, in the highest degree acceptable to the masses. 

Paper money was issued by government. To go no further back, the 
American colonies began at an early date to issue notes or bills of credit, 
to circulate as money. Gold and silver were promised, when the Govern- 
ment had none of these commodities with which to make their promises 
good. 

This course was resorted to because the people had but little coin, and 
were greatly embarrassed. They had little coin because they were poor, 
afid had little to buy money with. They had nothing to export, and yet 
wanted a great many foreign products. This naturally drained off the 
small amount of specie coming into the colonies from different quarters. 
The colonial governments therefore issued a credit currency. The con- 
sequence of this policy was a change in the Standard of Value. Prices 
rose, consumption increased, speculation was engendered, creditors were 
robbed of their just dues, and, as the circulating medium depreciated to 
a low point, universal distress and commercial derangement was the con- 
sequence. Yet so plausible and popular was the idea of paper money, 
that, notwithstanding all these disadvantageous results became painfully 
manifest, the experiment was often repeated from Massachusetts to 
Georgia. 

When the Revolution came on, Congress, in its extreme distress for 
the means with which to sustain the contest, resorted to the old policy 
of issuing notes. The history of continental money is well known. It 
depreciated until utterly worthless. The struggle was carried on for 
a long time with it, but at a terrible amount of suffering to the people. 
Indeed, it proved an effectual, but most unjust and cruel mode of assessing 
the cost and sacrifices of the war upon the poorer classes. Thousands 
were deprived of their little wealth, transferred, to a large extent, to con- 
tractors and speculators. 

So conscious were the people of the mischiefs caused by this kind of 
currency during the Revolution and their^previous colonial history, that, 
upon the formation of the Constitution of the United States, the issue of 
'* bills of credit " was absolutely prohibited, how effectually our present 
experience testifies. 

Another remarkable instance of this kind of an interference with the 
Standard of Value will readily occur to every mind, viz. : the assignats, 
by the Revolutionary Government of France. These were secured by a 
pledge, or assignment (as the name implies), of the confiscated lands and 
estates of the nobility and church. Yet these were created in such 
excessive quantities as to become utterly worthless. 

The Standard of Value in all these cases was not only interfered with, 
but, 80 far as this currency was concerned, finally destroyed. There 
is, however, still another mode of governmental interference with the 
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Standard of Value, viz. : by authorizing incorporated companies to issue 
notes promising to pay specie on demand, for the whole amount issued, 
while but a limited proportion of specie is in fact held, for the fulfilment 
of these promises. This is called a mixed currency ^ because, although 
the circulation consists altogether of paper, a share of specie, sometimes 
a very small one, is held for its actual redemption. It is therefore taken 
out of the category of mere credit currency, like the last described. 

To adulterate the coin, or reduce its weight, would cause an imme- 
diate disturbance of laws of value, one class of persons being injured, 
another benefited ; but, after the immediate effects upon existing con- 
tracts and monetary relations had passed off, the commerce of the world 
would adapt itself to the new Standard of Value, and go on with the same 
regularity as before. 

Credit currency must of its very nature be ephemeral. It cannot 
exist for a long time, except by the fiat of despotic authority, and even 
while it does exist, it cannot enter at all into the commerce of the world, 
being entirely local, and its use confined to the country in which it exists. 

But a mixed currency system, when sanctioned by Government, may, 
as experience teaches, continue from one generation to another, and if 
inevitable periodical suspensions of payment are winked at by the law- 
making power, there is no reason why it may not go on for an indefinite 
period of time. 

Such being the case, we may properly regard a mixed currency as one 
of the institutions of modern civilization, and social science has no more 
interesting questions than those which appertain to this particular form 
of governmental interference with the Standard of Value. 

This we propose now to examine. We shall not, however, refer, except 
incidentally, to its past history, to the monetary convulsions that have 
occurred periodically in all countries where it has been established. 

We shall inquire only as to its effects as developed in connection with 
the great conflict through which our Government has just passed. 
Threats of secession began to be heard soon after the result of the Presi- 
dential canvass in 1860 became known, and the banks of the South 
suspended specie payment. This example was followed by the Western 
banks, and the suspension finally became general. 

The great conflict soon came on, compelling the Government to incur 
vast expenditures, and, of course, to call for a large amount of funds. 
But how much real money had all the banks in the loyal States to lend? 

We say of real monej/y because, when confidence was destroyed, that 
part which consisted of credit became useless. 

The entire amount of specie held by all the banks in the Union at the 
outbreak of the Rebellion was but eighty-three millions. Eleven of the 
States seceded with thirty-five millions of that amount, leaving in all the 
banks in the loyal States but forty-eight millions of such money as 
would command commodities abroad. 

The inevitable consequence of this state of things was, that the banks, 
after a twelvemonth's struggle, suspended specie payments, the Govern- 
ment was compelled to do the same, and the whole country was thrown 
upon irredeemable paper. 
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This, then, was the first grand effect of governmental interference with 
the Standard of Value in authorizing a currency in time of peace, from 
which such a result must necessarily follow in the event of war, whether 
civil or international ; proving incontestably that no people having such 
a currency can be Jinancially prepared for war. The English Govern- 
ment found this oat when it commenced its great struggle with Napoleon, 
for its National Bank suspended in 1*796, and was unable to resume until 
1819. But our banks not only suspended specie payments, and thus 
threw the country upon an irredeemable currency, but entered at once 
into competition with the Government itself in issuing notes. 

As a necessary result of such an insane policy, the circulating medium 
was enormously expanded, prices raised to more than double their 
natural standard, and the Government compelled to make immense pur- 
chases at exaggerated rates, so that it lost one-half at least of all the 
bonds it issued ; and created a large amount of indebtedness, for which 
it never received any value whatever, but which the people must sooner 
or later pay in gold, or its equivalent. Here was a second disastrous 
eflfect of the original interference with the Standard of Value, A. part 
of this loss and waste might have been prevented if Congress had inter- 
dicted, as it ought to have done, the circulation of the notes of these 
banks after they were no longer convertible into coin. 

It is an additional bad efibct, to be charged to this species of govern- 
mental interference, that, by authorizing the issue of a mixed currency 
by some fifteen hundred banks, it created a power whose influence on 
the legislation of the country has become too strong to be resisted. 

But the bad consequences of this mistaken policy do not end even 
here. Not only is the National Government indebted to the amount of 
more than one thousand millions, for which it never received any equiva- 
lent value, but the immense expansion of the currency, by the double 
issue of Government and bank notes, caused such a general spirit of 
extravagance and recklessness, that the individual States plunged heed- 
lessly into debt. Nor did the efiects of this disordered condition of the 
finances terminate at this point, for counties and towns, regardless of all 
considerations of prudence, rushed madly into the most wasteful and 
unnecessary expenditures, so that, to-day, there is probably not a people 
on earth so deeply involved in debt, in proportion to their wealth and 
population, or upon whom rests such a fearful burden of annual taxation. 

But not to dwell longer upon past events, let us glance at the present 
aspect of our national affairs as caused by a false Standard of Value. 

THB THREE PRODUCING CLASSES. 

Society may be divided into three different classes, each of which has 
an interest peculiar to itself These classes are: — First. The laborer; 
Secondly. The Capitalist ; and Thirdly, what may be called the specu- 
lative class: that is, those who undertake to effect a union between 
capital and labor in order to facilitate the production of value. The 
first do the actual labor, the second furnish the means with which to 
make labor effective, the last bring the two forces together, and thus 
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develop the industrial power of society. The latter class are designated 
by the French writers by the term "entrepreneur," that is, undertaker, 
which includes all who live on profits, all the middle men of every grade, 
that come between the producer and consumer. These we believe are 
natural and proper divisions, and we mean nothing invidious by the term 
speculative^ used in this connection ; for this class is as indispensable and 
respectable as either; indeed, commerce and the general interests of 
agriculture and manufacturers depend greatly upon the intelligence, 
activity, and enterprise of this latter class. To be sure, that description 
of persons technically known as epeculatore must from scientific necessity 
be ranked in the same class ; but that should be no disparagement to 
those who are actually engaged in the productive industry of the country. 



EFFECT ON THE LABORER. 

Having made these divisions, we inquire: — 1st. What is the effect of 
our present defective Standard of Value upon the Laborer ? 

By careful investigations made in this Commonwealth, it is quite 
sarisVactorily ascertained that the average advance of labor in all depart- 
ments, male and female, in shops and factories, on farms and in families, 
is near 50 per cent, since 1860. If so, the laborer gains 50 per cent, in 
wages, but he must spend his wages for commodities, and these, at the 
most moderate calculation, have been raised in price at least 100 per cent, 
above the natural average.* 

What conclusions do we, then, arrive at in regard to the laborer ? 
Why, clearly, that if Lis wages have advanced but 60 per cent while 
commodities have advanced 100, he loses twice as much as he gains by 
the advance ; in other words, he loses all compensation for one quarter 
pai-t of his labor, working every fourth day for nothing ; or, to be more 
specific, for the advantage of one or both of the other classes. 



EFFECT ON THE CAPITALIST. 

We now turn to the Capitalist 

We use this word capitalist^ it must be observed, in the strictest sense. 
The capitalist receives income only from two sources, viz., for the use of 
his money, or personal property, in the shape of interest, or for the use 
of his real estate, in the form of rent. He can have income in no other 
way. If, for example, he holds factory stock, in so far he belongs to the 
speculative class, because he is engaged in business as truly as any one 
else, though it may be as a silent, inactive, and limited partner ; but, like 
every other business man, he depends upon the profits of the undertak- 
ing in which he is engaged. So, also, if he has an interest in a railroad*, 

♦ Probably 120 per cent, would be nearer the actual fact, and 55 to 60 per cent, 
as the advance in wages, would be more nearly correct in the cities and larger 
towns, but we use the other numbers as most convenient, and as producing essen- 
tially the same results, and, taking the country throughout, probably very near the 
exact truth. 
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insurance company, or bank; for, in the latter case especially, he is, 
in fact, engaged in the profitable business of manufacturing currency out 
of credit, and receiving profits according to the extent and success of his 
operations. 

Bat, as a capitalist merely, how is he affected at the present time ? 
Has his rate of interest advanced as much as commodities ? If it was 
6 per cent, before, is it 1 2 now ? Very far from it. We speak of capi- 
talists who were such before the war. 

The largest legal advance in this Commonwealth* has been to ^^^ per 
cent., and that only for a twelvemonth, and that is the highest rate paid 
by the National Government ; so that, at the most, his income could 
have advanced only from 6 to 7^/^, equal to about 20 per cent. 

How much has been the advance of the rental of real estate through 
the country? 

Up to the first of January, 1865, but little. Since then, in cities and 
certain localities, rents have risen very considerably, but still it is ques- 
tionable whether, take all the real estate of the country through, the 
rental has advanced more than thirty per cent, and that mostly within 
a few months. If, then, the capitalist have equal investments in real 
estate and notes upon interest, his average gain in income will be 25 per 
cent, upon the whole. If this be so, commodities having risen 100 per 
cent., he makes a net loss of 37^ per cent., so far as he uses his income 
for the purchase of commodities ; that is, for the support of his family. 

EFFECT ON THE SPBOULATIVE OR BUSINESS CLASS. 

We now come to the third or Speculative class. This includes all 
merchants, manufacturers, and business men of every description, bank- 
ers, railroad managers, &c. ; all, in fact, who are really engaged in any 
effective way in promoting the industrial development of the country. 

And here we arrive at a more diflScult point in our discussion. It has 
been easy, with the data afforded, to determine with considerable assur- 
ance the condition of the two first classes ; but our inquiries in regard to 
the third will be more laborious and less satisfactory. Still, we may 
arrive at conclusions approximately correct ; sufi&ciently so, at least, to 
determine whether this class have gained or lost by the great monetary 
inflation. ^ 

(1.) In the first place, then, this class of persons held almost the entire 
amount of all existing merchandise at the time when the rise of prices 
began, and must have received the full advantage of that rise. If prices 
were doubled, as we have assumed, they gained in price an amount equal 
to the entire value of all the merchantable commodities on hand at the 
commencement of the rise, say from July 1st, 1862. True, the then 
holders of goods did not, in all cases, keep them until they had advanced 
to their full height, but when they had sold off their original stock and 
made new purchases, their goods continued to rise until they must have 

• * Massachusetts; 
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reached an average advance, at one time, of nearly 150 per cent. If, 
however, we re^rd their gain from the rise of prices equal only to 100 
per cent, and if the total amount of merchandise thus raised in price was 
equal to one thousand millions, that amount of extra profit was realized 
by this class of persons. 

(2.) Again, railroads have done a larger anrl more successful business 
than ever before. Stocks, which were at the beginning of the war held 
a merely nominal value, have in many cases advanced to a large pre- 
mium. 

(8.) The profits of banking have been remarkable beyond all prece- 
dent; certainly double, that is, at least 100 per cent greater than ever 
known before. 

(4.) If to this class we now add that of government contractors of 
every grade and description, whose operations have been almost incalcu- 
lable, and as profitable as they have been extensive, we obtain a most 
formidable aggregate. 

WHAT CLASSES LOST ALL THIS? 

Here arises a practical question of great interest in social science. 
What classes lost the vast amount of wealth which the speculative class 
acquired ? To a considerable extent, that inquiry is already answered. 
We have seen that laborers lost one-fourth of their wages, capitalists 
three-eighths of their incomes ; and it may be added, that salary men, 
clerg}'men and others, unless their compensation was increased, lost one- 
half, if their incomes were expended for commodities. 

Those losses, so vast in the aggregate, have gone to swell the amount 
transferred to the speculative class, by unfortunate govemmcBtal inter- 
ference with the Standard of Value. 

Not to dwell longer upon the past disastrous effects of a depreciated 
currency, we pass to the consideration of its future and final results, to 
the several classes already enumerated. 

FINAL BSSULT TO THB SPBOULATIVX CLASS. 

(a) Since, at the outset, this class held all the merchandise and manu- 
factures of the country, so they do at the present time ; and hence on 
them will fall the loss which must come from a decline of prices to the 
specie value, to which the country must finally descend. As they had 
all the advantage of the rise, they must have the disadvantage of the fall. 
It will not, indeed, come upon them at once, but all merchandise will 
unavoidably be made, bought and sold for a long time on a declining 
market The consequence of this, business men know very well — loss of 
profit, if not, in some cases, a loss of capital, will be inevitable. 

BSSULT TO MANUFACTURERS. 

(6) Again, the manner in which the manufacturers of those commodities 
that come into competition with foreign fiftbrics are tifiected, is worthy of 
special notice. 
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Take one interest as an example. 

The woollen manufacturers of this country are compelled to employ 
labor that costs them at least 50 per cent, more than the natural rate, to 
purchase all home commodities at an advance of 100 per cent., and sell 
their goods in market in competition with the same commodities made 
abroad, under a currency equal to gold. 

The foreigner sends his merchandise to our markets, sells it at our 
advanced currency prices of 100 per cent , and then purchases gold at 30 
to 40 per cent, premium, leaving him, after all duties and charges, a very 
handsome margin of profit. Such is and must be the condition of 
American manufacturers in general, in the present state of the currency. 
There is no escape from it. A great clamor is raised for higher duties, 
but no duties, except those absolutely prohibitory, can prevent a ruinous 
competition; Manufacturers begin to see and feel this. For twelve or 
eighteen months after the war, so great was the vacuum of merchandise 
at the South, that the unwonted demand enabled our Northern factories 
to do a large business at high profits ; but all that has passed by. 
There is at present only the natural demand for current consumption, 
and that consumption much curtailed by the poverty occasioned by 
war, heavy taxation, and high prices. 

Our exports of manufactured goods are almost cut off, nor can they be 
recovered until the true Standard of Value is restored. 

Government interfered (of necessity, if you please), and brought about 
this state of things, and Government alone can bring the country back to 
a prosperous condition. 

In the present abnormal state of affairs, with a great increase in the 
number and capacity of our mills, within the past year, the prospect for 
large dividends is certainly not flattering. 

To realize our position as a manufecturing people, we have only to 
observe that greenbacks and National bank notes, if used to purchase or 
produce commodities at hoine, are worth but fifty cents on the dollar, 
while, for the purchase of foreign goods abroad, they are worth (at 33^ 
per cent, premium in gold) seventy-five cents. The difference between 
fifty and seventy-five is equal to 50 per cent, against those who purchase 
or produce home commodities. Gold is thus much cheaper than com- 
modities in general ! How long our manufacturers can endure this state 
of things remains to be seen, but it is quite certain that it will exist 
until the parties concerned discover the great cause of their depressed 
condition, and call effectually upon the Government for that relief which 
can only be found in the restoration of a sound currency. 

RESULT TO THE BANKS. 

Within the speculative class of which we are now speaking, we have 
already included the banks now called National, with an aggregate 
capital of some four hundred millions. They have had large profits, as 
we have seen, for a few years past, and these profits will continue as long 
as the present expansion lasts. When a return is made to convertible 
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cnrrency, their incomes will be diminished. If a general crash should 
follow the resumption of specie payments, they may lose a considerable 
part of what they have gained in extra dividends. 

Their loans at risk amount to six hundred millions. If a gradual 
reduction of the circulating medium, as proposed by the Secretary 
of the Treasury (eight millions per month), be immediately entered upon 
and followed up, the country may be saved from the most frightful 
monetary revulsion the world ever saw ; if not, that great calamity will 
certainly overtake us, and be very likely to sweep off a large part not 
only of the profits, but the capital of the banks. 



RESULT TO THB CAPITALIST. 

(6) We now look for a moment at the capitalist. As the country 
returns to a specie basis, if his investments are safely made, and stand the 
test of contraction, he will be restored to his rightful income, which 
will then have its full natural volume and value, minus the double or 
treble taxation to which he, in common with all property holders, will be 
subjected. 

RESULT TO THE LABORER. 

(c) And lastly, the laborer will go back to his original wages, and 
original prices ; plus, only, the increased taxation that has been imposed 
upon the articles he consumes. While the decline is going on, his wages 
will fall faster than commodities, because the fall of the latter will be 
broken by the ability of the dealers to hold on to the last moment, while 
his services must be disposed of at once, and from day to day. 

There is no speculative demand for labor, while there is such for all 
commodities ; hence wages rise more slowly and fall more rapidly than 
general prices. In the final result, the laborer will gain largely by a 
return to legitimate prices, probably to the full extent of 25 per cent. 

RESULT TO THE SPECULATOR. 

'.'■' 

Jpne more class we must not omit in our recapitulation, viz., specula- 
tors. They clearly belong to the speculative class ; but, unlike that class 
generally, they are in no way connected with the production of wealth, 
or the advancement of human interests. Economically, they prey upon 
the productive interests of society. Warmed into life by every interfer- 
ence with the Standard of Value, they perish and disappear whenever a 
restoration takes place. The opportunity enjoyed by this class. for the 
exercise of their peculiar vocation, during the last four years, has probably 
been greater than ever known in all past history ; and their operations 
have been upon a scale the most gigantic. It may be thought that we 
should assign to them a large share of the wealth, of which the produc- 
tive classes have been deprived. We cannot do this, because we doubt 
whether it be in accordance with the natural laws Qf wealth, that such a 
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class should possess and enjoy any considerable proportion of that wealth 
which others have wholly created. It seems to us an impeachment of 
Divine Providence to admit, that those who actually produce nothing 
should be able to accumulate and retain any considerable share of the 
general wealth of the world, and we believe the observation of mankind 
is that in general they do not. 



EFFECTS UPON THB FINANCIAL STATISTICS OF A COUNTRY. 

We have thus far noticed the influence of governmental interference 
with the Standard of Value upon certain classes. We shall now refer to 
its general effect in deranging industrial and financial statistics. 

Such a result has taken place throughout the United States since the 
passage of the legal tender act ; but we take for illustration the statistics 
of Massachusetts. 

It is well known that an inventory has been made, by authority of the 
State, of all the industry and property of the Commonwealth at decennial 
periods, commencing with 1846. 

The collection thus made is one of great interest, and would be of 
much value, were the results rightfully indicated by the figures presented 
in the returns, but, in consequence of the disturbance created by a defec- 
tive currency, the real teachings which the facts should otherwise give us 
are altogether perverted. 

For example, we learn the whole product in 1865 was $296,820,681 ; 
that in 1865 it was $617,240,613, showing a gain of $221,419,932, or 
nearly 75 per cent, for the decade, and equal to an advance of twenty- 
two million per annum. That certainly appears to be a most gratifying 
result, and as such it has been proclaimed with much complacency, at 
home and abroad, as indicating the wonderful prosperity of the old Bay 
State, and her rapid strides in the accumulation of wealth! 

But what are the real facts of the case ? What has been the actual 
advance in prodtiction during the last decennial period ? 

We have not time to go into all the details necessary to a complete 
answer to these inquiries, but take a single class of products as a sample 
of the whole, viz., agriculture. 

We find by the returns of 1866, that the aggregate value of all the 

frain, that is, the Indian corn, wheat, rye, barley, oats, together with the 
ay and potatoes raised in that year, amounted to $19,996,171, while in 
1865 they were but $15,593,961, a gain of $4,401,220, or more than 25 
per cent 

But what does all this prove ? That the State had advanced in agri- 
cultural production, had actually increased its crops of these articles. 
Let us see. 

Of grain in 1865 there were, bushels 4,048,002 

Do. 1865 do. do 3,129,102 

Less in 1865 than in 1855 91 8,900 bushels. 
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Ilere, then, we find nearly 23 per cent, less of these commodities in 
1865 than in 1855 ; to that the production had fallen off 91,800 bushels 
per annum. 

Again, the number of bushels of potatoes 

In 1855 was 3,925,516 

In 1865 3,826,540 

Less 98,975 bushels. 

Equal to a decline of about 2^ per cent., or 9,897 bushels per annum. 

Of hay, there were in 1855 616,495 tons, 

Do. 1865 622,671 " 

Here we find a gain of 6,176 tons ; 

the year 18G5 having been an extraordinary one for a hay crop. Yet 
this gain was somethmg less than one per cent, in quantity in ten years. 
While the grain crop, then, had fallen off in quantity to the extent of 
23 per cent., and potatoes 2^ per cent., and the hay crop had only 
increased one per cent, we find tht value of the whole increased 25 
per cent. 

All this, obviously, is accounted for by observing that the prices of 
these commodities had been advanced. Hay in 1855 was valued at 
$14, in 1865 at $21 per ton. Grain valued (average rate) at $1.07 in 
1855, was reckoned at $1.34 in 1865 ; so that, notwithstanding the 
reduced quantity in the aggregate, the value of the whole was largely 
increased. 

Now, what we discover to be true in relation to agriculture is more 
strikingly true of manufactured articles. All were invoiced at greatly 
enhanced prices ; some were advanced 1 50 to 200 per cent. ; others much 
less, but probably on an average something over 100 per cent. 

It may be said by the unreflecting that the State is still so much 
richer, by the advanced value of her agricultural products, notwith- 
standing there was less in quantity. This cannot be so, since these pro- 
ducts were consumed within the Commonwealth. What advantage, then, 
that corn was worth 26 cents per bushel more in 1865 than ten years 
previous ? None at all. Whatever a man raises and consumes himself 
nas no price. So of a State. If it consumes its own agricultural pro- 
ducts, it is no richer because their price has advanced ; and still less, if, 
as in the case of Massachusetts, she consumes, besides all her own agri- 
cultural products, a large amount of the same article, purchased from 
other States. The same principle holds good in the nation in regard to 
all commodities actually produced and consumed at home. 

The aggregate nominal advance, as already stated, was $221,419,932 ; 
but whether the productive industry of the State had actually advanced 
or receded does not appear. Mr. Wells, Special Commissioner of the 
Revenue, in his late aUe and excellent report, comes to the conclusion 
that there has been " no material increase in the aggregate value of pro- 
ducts in Massachusetts since 1860." But how widely different from 
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this is the general impression of the people of the Commonwealth, who 
have been flattered with the idea that their actual resources had been 
increased from 295 millions to 617 millions within the last decade! 

By many this may still be regarded as of little practical importance. 
But statistics in relation to the industrial condition and progress of a 
country should be perfectly reliable, because they are made the basis of 
legislative appropriations and public expenditures. If Massachusetts has 
grown rich, as most people have been led to believe, more than two hun- 
dred and twenty millions in ten years ; if her annual increment is at the 
rate of twenty-two millions, she can well afford to be generous, not to say 
lavish, in her expenditures. What are five or ten millions to a State 
advancing in wealth at a rate so prodigious ? 

If, on the other hand, it be true, that the Commonwealth has not 
advanced at all in wealth for the last decade, or only to a small extent, 
while she has doubled or trebled her indebtedness and taxation, the case 
is widely diflferent, and the people should so understand it. Self decep- 
tion in regard to economic subjects, whether in the individual or the 
State, is not an indifferent matter. Operations and outlays should be 
governed, and to a great extent are governed, by the supposed ability to 
make them. When, therefore, a false Standard of Value has been intro- 
duced, the basis of all safe calculation is impaired, if not absolutely de- 
stroyed, and men often fancy themselves rich when they are poor, and 
governments feel justified in wild extravagance, when they should prac- 
tise strict economy. 

Having referred so much to the statistics of industry in this Common- 
wealth, and having spoken so freely of the false conclusions at which they 
seem to lead us, it may be thought that we have reflected upon the pub- 
lic oflScer under whose supervision these statistics have been prepared. 
We intend no such thing. The Secretary of State has accomplished all 
he was ordered or expected to do. The facts collected are of the highest 
value, and afford abundant data for the most useful conclusions in regard 
to the industrial progress of the Commonwealth, but they now form a 
huge, shapeless mass of crude materials. 

NECESSITY FOR A BUREAU OF STATISTICS. 

A Bureau of Statistics is an indispensable appendage to every govern- 
ment which has statistics worth taking account of. There is no such 
institution in Massachusetts, or, so far as we are now informed, in any 
other State in the Union. The partial knowledge acquired under such 
circumstances, in regard to the industry and productive power of the 
country, is rather worse than useless, since it leads to false conclusions 
in relation to pecuniary ability and resources. The National Government 
has lately established such a bureau. If conducted with ability, by a 
thorough statistician, who understands his duties, and performs them 
with earnestness and energy, the most advantageous results will be real- 
ized. Congress will have, what it never yet has had, reliable data on 
which to found legislation in regard to all branches of trade and in- 
dustry. 
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CONCLUSION. 

Sufficient evidence, we trust, has already been afforded to show the 
great danger of all governmental interference with the Standard of Value, 
whether by reducing the weight and fineness of coins, authorizing the 
issue of a mixed currency, or creating one of irredeemable paper. Of 
all social wrongs, this interference is one of the greatest. It strikes not 
only at the material interests of the state, but the morals of the people. 
It establishes injustice by law, and introduces every species of specula- 
tion and fraud. 

When, in 1688, the English people, triumphing over privilege and 
prerogative, secured the supremacy of the House of Commons, they felt 
themselves safe from all further oppression, and, as a matter of fact, the 
age of brute force had passed away. Unfortunately, however, for them 
and for the human race, by a most ingenious and delusive arrangement, 
FRAUD was made to take the place of force, and the common people of 
England are more successfully plundered to-day than they were under 
the Plantagenets. All this has been accomplished by a false Standard 
of Value and a delusive system of finance. 

So of the people of the American Union. The separate States, in the 
days of their prosperity, had established a system of currency which, by 
its direct and fatal interference with the laws of Value, had expelled a 
large share of the specie naturally belonging to the country, and placed 
thn nation in such a weak and perilous condition that, when the hour of 
trial came, the Government, in its perplexity and distress, felt obliged to 
resort to the terrible alternative of making its promises a legal tender. 
This completed the work of financial demoralization, which the States 
had previously begun, inaugurated a system of unparalleled injustice, 
and transferred, with great rapidity, the wealth of the producing many 
into the hands of the non-producing few. 




1867.] Bank Architecture. 739 



BANK ARCHITECTURE. 

In a recent number of this work, we gave our readers some remarks 
on Bank Architecture — suggesting certain points for the consideration 
of those who are about to build new banking houses in city or country. 

In our present number we furnish our readers with four additional 
plans for banking houses, designed by Mr. A. J. Davis, one of the most 
experienced architects of our city. 

No. 1. Design for a Village Bank. 

Front 25 to 40 feet wide, 36 to 60 feet deep, 25 to 40 feet high, with 
balustraded summit. 

Single aperture, arched, 12 by 20 or 20 by 30 feet, with Ionic columns, 
and fan sash. Recessed vestibule, with stairs in angle leading to a second 
story ; or to a gallery over a banking room, 30 by 40 feet, or 20 by 25 
feet. Directors' room in rear, with apartments for residence. Light 
from side or above. This building may be made to cost from $5,000 to 
$10,000. 

The banking room may be placed on the main floor, or on the second 
floor. In the latter case, provision being made for approach by stairs on 
the left. 

No. 2. Design for a Town Bank. 

Similar in place to number one. Front, a single square-headed aper- 
ture, pilastered. Bank room one story. Ends two stories. Light from 
sides, or wholly from above. The rear room for the bank will be 30 or 
40 feet wide, with ample light from the rear and from the sides ; a pro- 
vision which is much overlooked in large cities, resulting in the unneces- 
sary use of gas by the clerks, and the creation of a bad atmosphere. 
Both oflScers and clerks should have ample light, and the best ventilation. 
Their confinement to one room for six or eight hours, generally without 
intermission, should suggest the best arrangement for both light and a 
pure atmosphere. 

In the present plan there are rooms for the use of the President and 
Cashier — ^the Directors should have a large room on the second floor, or 
the rear room in the plan may be so appropriated, and used in common 
by the Directors, President, and Cashier. 

No. 6. Design for a City Bank and Offices. 

Front 30 feet wide, 42 feet high. Three stories over the vestibule; 
two over the bank. Bay porch, 15 by 21. Upper part inclosed as an 
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oriel, or omitted. Light from the sides. The entrance may be through 
one, or two, or three doors. There are separate rooms suggested in this 
plan for the President and Cashier. 

There have been various instances of total and of partial destmctiont 
by fire, of banking houses in this city, which were supposed to be fire- 
proof. This should be a caution, in the construction of new houses, to 
omit all materials that can feed a fire. Stockholders and creditors of a 
bank will have more confidence when they know a building is constructed 
upon sound principles. Among the most prolific sources of loss by fire, 
are modern furnaces, which, if put into old buildings, are apt to be too 
near the old wood-work ; and if in new buildings, in many cases are not 
constructed upon scientific principles. 

No. 7. Design for a Village Bank. 

Front 30 feet wide, 38 feet high. Circular portico, one story high, 
15 by ,20 feet. Lobby, 16 by 15. Vestibule, between ante-room and 
stairs to a second story. Banking room, a circle in a square of 30 feet, 
30 feet high. Directors' room, 15 by 30. A gallery connects front and 
rear rooms in second story ; or the bank room, or street story, may be 
20 feet high, and a second story be formed over the whole for a resident. 
Light from front, side, and rear. 

The effect of a circular banking room would be good — the four corners 
will furnish ample space for bank vaults and closets, and a spacious room 
in the rear will provide accommodations for the chief oflScers. The side 
rooms in front may be entered by doors in the circle or in the hall. 

In our next article on this subject, we shall insert some extracts from a 
late work by Braidwood (Fire Engineer, London), on fire-proof con- 
struction, and endeavor to convince bankers of the advantages and neces- 
sity of using the best materials as a measure of economy. We will 
content ourselves here with a few pertinent remarks from well-known 
authors. 



THE ABUSilS in ARCHITECTURE. 

" Sure He that made us with such large discourse, 
Looking before and after, ne'er gave us 
That capabiHty and God-like reason 
To fust in us unused.*'— Shakespeare. 

** The •Genius of Architecture seems to have shed its maledictions over 
this land. Buildings are often erected, by individuals, at considerable 
expense. To give these symmetry and taste would not increase their 
cost. It would only change the arrangement of the materials, the form 
and combination of the members. This would often cost less than the 
burden of barbarous ornaments with which these buildings are sometimes 
charged. But the first principles of the art are unknown, and there exists 
scarcely a model among us sufficiently chaste to give an idea of them." — 
Thomas Jkffbrson {Notes on Virginia), 
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ON THE WITHDRAWAL OF THE NATIONAL 

CURRENCY. 

BY AMASA WALKER. 

That the finances and currency of the country are in a most unsatis- 
factory and unsafe condition, needs no proof. That something should 
be done without any unnecessary delay to restore both to that position 
which the interests of the nation imperatively demand, will not be dis- 
puted. The only question is, when and by what means shall all this be 
accomplished ? 

That it cannot be done without a strenuous and persistent effort, nor 
without greatly, and for a while unfavorably affecting different industrial 
and monetary interests, cannot be questioned ; yet the work must be 
done, and all well-informed men admit that the sooner it is commenced 
the better. 

Of all questions affecting- our financial condition and prospects, that 
of the state of the currency is by far the most important. That we have 
abundant resources, if well managed, to meet all our pecuniary indebted- 
ness as a nation, no one can reasonably dispute, but how our currency 
can be restored to the gold standard is a matter of anxious inquiry. At 
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present our circulating medium consists wholly of paper, a part of which 
IS made ieu:al tender, and the rest (that supplied by the National Banks) 
is virtually so, beins: guaranteed by the Government, and receivable for 
a large part of the Government dues. 

Created by the fiat of Congress, it will remain the currency of the 
country until legislation shall otherwise decree. That a forced currency 
may continue a long time, is shown by the example of other countries. 
In England such an one existed from 1797 to 1819. In Russia and 
Austria the paper promises of the Government have been a tender for a 
long term of years. 

It is one of the most odious forms of oppression which the people of 
those countries are called to endure. They feel it to be so. Though at 
a great discount, as compared with specie, they are compelled to use it. 
They have no relief, because they have no control over the legislation of 
the country. With us the case is far di ft* 'cut. The people hold the 
power, and whenever they will, the present currency must be withdrawn. 
Its permanency therefore depends upon public sentiment. If believed to 
be beneficial it will be continued, if not, it will be changed for some 
other, so that the only question is, how long will the people be content 
with it? We answer this inquiry by saying — just as long as they fail to 
see its effects, and no longer; and as they cannot fail to discover before 
a great while its deleterious influence npon all the pecuniary interests of 
the nation, it cannot be long before a reform will be imperatively 
demanded. To go on in a course so suicidal as that we are now pur- 
suing is madness. Every great interest is being sacrificed, and the con- 
dition of the nation is growing worse and worse ; not a single department 
of business being in a prosperous state, except that of banking. But if a 
change is made, where shall it begin ? Our present currency is nearly as 
follows : — 

National Bank circulation, say % 300,000,000 

National Bank deposits, public and private 600,000,000 

Greenbacks and fractional, say 400,000,000 

Old State Bank circulation, &c 50,000,000 

Total $ 1,350,000,000 

In 1860 the currency was : — 

Bank circulation % 207,000,000 

Bank deposits 253,000,000 

Total % 460,000,000 

So that it appears, at the present time, that we have nearly three times''' 
as much currency afloat as in 1860, when we had the largest crop of 
cotton and the most prosperous legitimate trade ever known, and when 
money was plentiful. Under such circumstances it is altogether a mis- 

* Although there may not be the full amount of $1,350,000,000 in the above 
items at the present time, the use of gold certificates, compound-interest notes, 
and 7-30*8, in many transactions, make the effective currency or means of transfer 
fully equal to the sum mentioned. 
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taken idea that the country is tending towards a resumption of specie 
payments, that it is every day becoming more and more able to resume — 
that a large crop of cereals and cotton will insure a return to a sound 
currency. The tendency is just the other way. The movement of gold 
the present year shows this. It is as follows : — 

Exported from January 1 to July 1 $ 24,595,866 

Received from California and all other places in the mean 

time 13,293,119 

Loss in six months % 11,302,747 

So we are not only parting with all tlie gold we produce, but with 
a great deal of what we had accumulated in past times. 

And further, suppose we should have a large crop of grain, so that fifty or 
one hundred million bushels must be exported (or lay over till another 
year, when we shall be likely to have a still larger crop), does anybody 
suppose that the present high rates will be sustained ? Will ** white 
wheat" be quoted in New York at $3.40 per bushel the first of next 
May, as it was the first of last May ? Not at all. The price of our 
breadstufiis will decline to such an extent that the whole crop this year 
will not, in all present probability, bring more than that of last year. 
If so, how will the extra crop help us to resumption? It will be very 
favorable to the manufacturing interest if there should be a large crop 
of cereals and lower prices, because it will reduce the cost of living and 
labor, and all consumers will rejoice in it, but how it will reduce the 
circulating medium is more than we can imagine. 

The Secretary of the Treasury must, we think, be aware that such is 
the condition of the country and his own position, that it is neither wise 
nor practicable to take in four hundred millions of Government notes. He 
surely wants that full amount at his command, to be put out or taken in as 
the exigencies of the Treasury may require. He must be prepared to meet 
some one hundred millions of compound interest notes, and six hundred 
millions, or thereabouts, of 7-30's. These are payable, if the holders wish 
it, in lawful money, and the Secretary should be ready to pay them as they 
become due. The fact that he is able to do so, will be the very reason 
why the holders will prefer to invest them in the long bonds; so that ho 
should at all events be prepared to pay them, if desired. 

Another reason why the greenbacks should not be withdrawn, so long 
as any irredeemable currency is kept in circulation is, that upon all these 
the people secure the entire interest, and thus make a saving of some twenty- 
four millions annually, by which their taxes are so much lessened — an im- 
portant consideration, when taxation is so pressing. This being so,. 
oQght any one to ask for the withdrawal of the Treasury notes ? They 
are certainly the best, safest, cheapest paper currency we can have. 
• " But the currency must be contracted." Yes, and the way in which that 
can and ought to be done, is very plain. The National bank circulation 
of three hundred millions is not needed, not a dollar of it. It is so much 
over and above all the country can use to advantage. Its existence does 
infinite mischief, and while it continues must effectually prevent any 
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return to specie payments. Then why shoald it be allowed to circulate ! 
Does the public good, which ought to be the first consideration, demand 
it? We have already said, and we hope shown, that it does not; on the 
contrary, it is certain that while we have it, we can have no restoration 
of the currency to a sound basis. 

But how shall it be done ? By the action of Congress, The National 
Banks were created by it, and are entirely under its control. The 
original act by which the State Banks were allowed to become National, 
provided, that Congress '* shall have power at any time to altera amend, 
or repeal it,^^ Without that clause the bill never could have become a 
law. The measure was very distasteful to the 37th Congress. A ma- 
jority of all the members of either branch never voted for the new 
system. It was carried, as we have the best means of knowing, by the 
strenuous efforts of the then Secretary of the Treasury, and by the 
severest party tactics in the House of Representatives, a free debate not 
being allowed upon it. By Congress then, the law may be altered, as 
the interests of the country demand, and if the circulation of the National 
Banks is a nuisance, such a tax may be laid as will secure its gradual 
withdrawal. But objections may be made to this. 

First. That such a measure will be a violation of the National faith. 

This we deny, since, as we have just shown, the National faith has 
never been pledged to the maintenance of the law under which the 
banks organized. That the banks have always -known. They have well 
understood that they were strictly under the control of Congress, in every 
respect ; so that, if it should lay a tax of five per cent, semi-annually 
upon the circulation, instead of half per cent., as at present, it would be 
perfectly legal, and, if the measure is required by the country for its 
welfare and the security of the national treasury, it would certainly be 
not only the right, but the imperative duty of Congress to do that very 
thing. All the talk about " violating the plighted faith of the nation*' is 
mere sham, there is no truth or reason in it 

But again, it may be said, *^such a measure would destroy all the 
banks in the country." Not at all, as every man knows who understands 
their position. All the law would compel them to do, would be to take 
in their promises to pay money they have not got. , Their capital would 
remain as long as they pleased to have it in United States Bonds, bearing 
generally 6 per cent, interest in gold, equal to some 8 per cent, in cur- 
rency. These investments would not be in the slightest degree affected, 
and the banks would still have the privilege of loaning all deposits made 
either by their customers or the Government ; for the latter might, and 
doubtless would, use these banks as depositories for the public funds, for 
which the deposit banks could give ample security, with their Govern- 
ment bonds. They could, as they now do, negotiate exchanges, and 
charge premiums for the same. All this they could do, notwithstanding 
they were forbidden to put out their own notes. 

Again, it may said, that ** if the banks are not allowed to is^ue their 
own notes, they cannot give the accommodation which business men 
need, and this will be injurious to the interests of trade." No— just the 
reverse of all that. The issue of their notes caused an inflation of prices 
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which did great injury to the country, and the withdrawal of them will 
simply cause a return of prices to their natural level — and when that is 
the case, business men will need only half the money now required. 
Money will be just as plenty /or all business purposes when the with- 
drawal has been fully accomplished, as it is now. This may seem para- 
doxical to some, it is nevertheless true, and the result would simply be, 
that the business of the country would be brought to a sound and healthy 
condition. 

But it may be further urged, that at all events such a measure as we 
insist on, '* would reduce the profits of the banks." Granted, and that 
is an additional argument in favor of the measure. Their profits now 
are such as they ought not to retain. Let us see if this is not so. In 
the first place these banks, although they have on an average been in 
operation only some three years, have declared far larger dividends than 
were ever made under the old system, besides adding, according to law, 
10 per cent, of their earnings annually to the surplus fund, which by the 
July returns amounted to over sixty-three millions. They have also in 
hand over thirty millions of undivided profits, after making unparalleled 
dividends to their stockholders. Let us observe for a moment how 
these vast profits have arisen. The banks have of 

United States bonds to secure circulation $ 337,355,250 

United States bonds to secure deposits 38,302,750 

United States bonds on hand 45,629,300 

Other stocks, bonds, and mortgages 21,452,040 

Compound-interest notes 75,456,915 

Loans (notes discounted) 588,100,703 

Whole amount drawing interest $ 1,106,296,958 

On all this amouut the banks are getting interest, including gold 
premiums at the rate, probably, of 7^ per cent. If so, the matter would 
stand thus : — 

$ 1,106,296,958 at 7^ per cent, is $ 82,912,271 

If from this we deduct as interest on the entire capital^ together with 
the surplus fund and profits on hand, in all $611,939,343, and we com- 
pute the interest on the whole at 7 per cent, we have $35,835,754. 
Deducting this from $82,912,271, the amount the banks actually receive, 
we have a surplus of $47,076,517, which last sum is the gross annual 
EXTRA PROFITS which the banks are now making, after getting an interest 
of 7 per cent, on all the capital and property they actually possess I 

From this statement it will be seen that the banks are making larger 
profits than can be made in any department of trade or manufactures ; 
and we see also with what rapidity the wealth of the nation is passing 
into their hands ; that while all other interests are declining, the banks 
are growing rich. And they are doing this, let it be remembered, not to 
the advantage of the trade and industry of the country, but to its serious 
detriment and the imminent peril of our national finances. 

We fully admit, that if Congress should do its duty, and tax the 
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circniation of those banks out of use, they could not make as large 
profits as they now do ; but as these extra profits are obtained for the 
use of notes and credit which the country does not need as a currency at 
all, this is a strong argument in favor of the measure. 

Besides, if the banks were really called upon, as they are not, to make 
a sacrifice of what they are rightfully entitled to, it wonld still be just 
that they should be required to do this, if the public good demanded it. 

All classes and descriptions of men have been compelled to make great 
sacrifices for the preservation of the Union. Parents have been called to 
give up their sons to perish on the field of battle, in military hospitals 
and rebel prisons ; wives to surrender their husbands, and children their 
fathers. There has been no exemption during the strife of war. Why 
should there now be? Is it a greater hardship for a bank stockholder 
to accept 8 instead of 12 per cent, dividends than for the people generally 
to meet the requisitions of the war, and pay the taxes it has thrown upon 
them ? 

There is no reason why the banks should be spared in the general 
demand f )r patriotic sacrifice, especially when they are only asked to 
give up what they unjustly hold — are only asked to let alone doing what 
they never ought to have been permitted to do. But it may be urged 
that the banks promptly loaned their funds to the Government at the 
outbreak of the rebellion, and greatly aided the National treasury. That 
is quite true, and they deserve credit for it. They performed their duty 
readily and cheerfully. They took an enlightened view of their own 
interests. They knew their existence depended upon the preservation of 
the Government, and invested all their capital in the national stocks. 
They did well for themselves, and well for the country. The movement of 
the banks was in harmony with the patriotic sentiment of the loyal States, 
which threw themselves into the great conflict with unreserved and 
unhesitating devotion. But the banks lost nothing by the war, made no 
sacrifices, are to-day far richer than ever before, and more able to con- 
tribute to the public wants than any other interest whatever; and yet 
we only ask them to surrender for the future the extra profit derived 
from the issue of a currency which the public do not need, and for the 
use of which they cannot afford to pay. 

If we were to make out an account current with the banks, of the 
favors they have bestowed, and the losses they have entailed upon the 
country, it would be proper that we should take into account the fact, 
that, at the outbreak of the war, they had of circulation and deposits four 
hundred and sixty millions, and only eighty-three millions in specie, that 
is but eighteen cents on the dollar of their immediate liabilities; so that, 
as soon as the public disturbances began, they succumbed, and as a con- 
sequence, the Government was compelled to carry on the contest with a 
broken currency, worth, at some periods of the war, but forty cents on the 
dollar. The Government was thus necessarily obliged to make its pur- 
chases at double the actual value of the commodities it required, and of 
course, a large part of our present debt is in consequence of the defective 
currency which these banks had when the strife began. The Government 
lost at least one thousand millions of dollars on this account, which the 
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people have got to pay, principal and interest, in gold. We must there- 
fore charge the banks with this item of lossy and credit them with loaning 
some three hundred and fifty millions of their funds to the Government 
at 6 per cent., gold interest, equal to 8 to 15 per cent, in currency, 
according to the existing premium on gold. 

If this statement of the case is a fair one, we think it safe to appeal to 
the American people whether they are under any obligation to the 
National banks in honor, justice, or gratitude, which should lead them to 
permit these institutions to issue a currency, which costs the nation near 
fifty millions annually, for which no benefit whatever is received, but 
which stands directly in the way of a restoration of the standard of value, 
and a sound and prosperous state of trade. 

We insist upon the withdrawal of the National bank notes because it 
is the vital mea^ure^ the sine qua non, that without which it is impossible 
to restore the finances and currency of the country to a sound basis. It 
is the very first step, and until taken in good faith, it is quite idle to talk 
of any other measure, as suflScient to meet the crisis. When once 
accomplished, the way is open for the gradual, but certain return of the 
country to a prosperous condition. 

The Government, as we understand the matter, has no occasion to 
issue any more of its promises. It has all the amount of credit it needs, 
but a large part is due on short time, and this it only wishes for the 
present to extend. All the 7-30's, as fast as they become due, might 
donbtless be exchanged for a new issue of the same description of notes. 
This is true also of those bearing compound interest. If the Government 
is ready to pay them in the legal tender, the holders will not wish them 
paid, but will be glad to take new obligations of the same kind. 

Were the Secretary authorized to issue these notes at his discretion, 
so far as needed for the purposes indicated, he would, we think, be able 
to meet all demands likely to be made upon him. Having at his com- 
mand the full amount of greenbacks he now has, he would have no occa- 
sion to ask favors at home or abroad, while the legal tender notes furnish 
a currency safe, convenient, and economical ; and these might even be 
increased, if any great exigency should arise, to the extent of three hun- 
dred millions, without expanding the currency above what it now is. 
But no such exigency can be reasonably anticipated. 

Having the control of all credit issues, as currency, the Government could 
regulate them until the country was prepared for a return to specie pay- 
ments, at which time the 6 per cent bonds of the United States would 
be at par at home and abroad, and in unlimited demand, and the floating 
debt might be advantageously funded. 

When all this had been done (and what is there in the nature of the 
case to prevent it, if Congress will sanction the policy ?), the National 
Treasury and its branches might be authorized and directed to issue gold 
certificates of deposit, in sums of ten, twenty, fifty, one hundred, and one 
thousand dollars each, in exchange for specie deposited. These would go 
into circulation when the greenbacks were withdrawn, as they would be when 
the floating debt had been paid ofi; and, as the result of this, the country 
would be furnished with a perfectly reliable, convenient, and abundant 
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corrency, a paper carrency certified by the GoTemmeDt, equivalent to 
gold, and actually representing it, and the whole mixed currency system 
with its manifold evils be dispensed with. 

It may be objected to all this, that the people do not desire any 
change, do not want the currency contracted. Very well, then, they 
must suffer until tliey do. There is no other alternative. But we deny 
the assertion that the people, as a body, do not desire to return to a 
sound currency. Their good sense tells them the thing roost be done, 
and that the longer it is delayed the worse it is for all. Tliey would be 
glad if Congress and the Secretary of the Treasury took the mo»t effective 
measures to bring the change about ; but their voice is not heard. One 
noisy speculator in fancy stocks will make more ado than a whole com- 
munity of quiet farmers and mechanics. He is in the street, in the hotel, 
in the bank parlor, in the editor's room, goes on to Washington, button- 
holes M. C.'s, and talks in the lobbies. His influence is so omnipresent, 
that many are led to believe that what he says is public sentiment. 
Quite the contrary. He represents only the vampire class ; his interests 
are in total antagonism to the interest of labor and capital. He produces 
nothing, lives wholly on the earnings of others, and therefore wants no 
contraction ; on the contrary, thinks the public good requires that the 
National Banks be allowed to *^ increase their circulation one hundred 
millions." But even, if it be true that the popular voice does not yet 
call for resumption, we know that public sentiment may be changed, and 
is sometimes wonderfully changed, in a very short time, when there are 
imperative reaaons for it. 

For some time after the commencement of the late war, public sentiment 
was strongly against emancipation, in the army and out of it. The 
Executive went so far as to especially infonn the Governments of Europe 
thaty " whatever the result of the war, the status of slavery would not be 
disturbed." Yet within eighteen months the proclamation of emancipa- 
tion was issued at the demand of the public sentiment of all the loyal 
States ! So of the proposition to employ negro soldiers. Scouted at 
first, it came at length to be adopted by acclamation ! Great emergen- 
cies create great changes. We have a great financial emergency now, 
as great as any nation was ever called to meet. We are compelled to 
look it in the face ; to ask earnestly, what can be done, what ought to 
be done, what must be done ? 

We fully believe, therefore, that as soon as the public mind is brought 
to realize the true position of the country, it will discover what course 
must be pursued, and will demand that it be adopted, whether, on some 
accounts, agreeable or not. Of this we are quite certain. The idea that 
the country can stagger on under a load of nine hundred millions of 
credit (circulation and deposits) issued by the National banks, and some 
thirteen hundred millions of Government notes, greenbacks, compounds, 
and 7-30*8, is preposterous. It ought not to be contemplated for a 
moment. But the Government's floating obligations cannot be withdrawn, 
while the bank circulation can and ought to be. 

Finally, it may be urged, that ** although this may be true, the measure 
we propose is impracticable, because bank influence is too powerful in 
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Congress to allow of its being done." That the banks possess immense 
influence at Washington we shall certainly not deny — that their power 
over national legislation is very great, we have sufficient reason to know, 
but there is a greater 'power. It is the public will. The Representative 
may fpar the banks, but he fears the people more. His political opinions 
will always be found in remarkable correspondence with those of his 
constituents, if he knows what their opinions are, and he will be sure to 
act as they desire. The only question in the case really is, what does 
the public sentiment of the country really demand ? And here we would 
state explicitly what we propose as the desirable action of Congress in 
relation to this matter. 

We would have Congress in the early part of its next session enact, 
^ that npon the amount of notes which the National banks have in circu- 
culation on the first of July 1868, they shall pay a tax of 4 per cent. ; on 
all in circulation January 1, 1869, they shall pay 6 per cent.; on all out 
July 1, 1869, they shall pay 10 per cent. ; and after January 1, 1870, all 
their notes shall be prohibited. 

This is what we propose, and as can be readily seen, it would cause a 
gradual but certain withdrawal of the National bank notes. 

Would this injure the business of the country ? That prices would 
begin to decline as soon as the contraction began, is undoubtedly true, 
but how can that be avoided, if we are ever to return to a specie basis ? 
The fall of prices is one of the very things that must be accomplished, 
and this will take place as fast as the currency is contracted, whether 
done by the Government or the banks. The objection is as great to the 
withdrawal of the greenbacks as to the withdrawal of the bank notes, 
so far as business is concerned. If the latter is objectionable, the former 
would be equally so. As a matter of fact, a great part of the whole 
currency is now used for mere speculative purposes. Speculation^ there- 
fore, will at once cease when contraction has commenced, and the amount 
held for that purpose will be released ; and as prices would fall cotem- 
poraneously with the contraction of the currency, money for business uses 
would be as plentiful as it need to be. 

The fall of prices would increase consumption as a matter of course, 
and the business community in every department of trade and industry 
would soon feel the good effects of the change. 

This objection to the withdrawal of the National bank notes, then, has 
no good foundation. These banks have never had, as a general fact, any 
capital to loan the public. Their capital is invested in Government 
bonds, all they have loaned, or can loan to the business public is their 
credit, and that is of no manner of use to the country. The credit of 
the Government, to say the least, is^ equally good, and of that, in the 
shape of what are called greenbacks, we can have all that the trade of 
the country requires, or can bear; and these the Government can and 
ought to issue as long as its necessities require ; and when it no longer 
needs the aid of floating credit, it might issue its certificates, as we have 
already said, for gold deposited, and these would furnish a most satis- 
factory currency. The time would then have arrived when the choice 
might be made between a return to the old mixed currency system, with 
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all its attendant evils, or the substitution of a certified currenci/y which 
could never be artificially expanded or contracted, and therefore would 
always be reliable and safe. The Government would simply hold the 
specie belonging to the people, aJt their trustee. It would have no power 
whatever to expand or contract the circulating medium. It could make 
no loans, or grant special favors. It could issue its certificates as desired 
by the public, and the currency of the country would always be on a 
par with the currency of commerce throughout the world. The banks 
could carry on their business of receiving deposits, making loans and 
exchanges, as they now do. They might occupy here the same profit- 
able and advantageous position the joint stock banks do in England, and 
like them make much larger dividends than they ever did under the 
old State bank system. 

That the country can possibly be restored to a sound financial condi- 
tion without much suffering, is not for a moment to be supposed. No 
great war in modern times was ever closed without a powerful and dis- 
tressing reaction. The delirium of speculation must be followed by 
prostration. That is unavoidable. The only question for sensible men 
to consider is, how the shock of returning peace shall be met ? There 
are but two alternatives, one is by the restoration of the standard of 
value by gradually contracting the currency, the other by a general ex- 
plosion of all governmental and commercial credit, carrying in its train 
universal ruin. The first must biing much inconvenience and loss to 
individuals, the latter would be the utter prostration of industry, and 
such industrial and commercial disaster as the world has never yet seen. 

This is just the position in which we find ourselves. We cannot drift 
on under our present system with impunity, neither growing better nor 
worse. We must take one of the alternatives presented. Every hour 
we delay, the country is less and less able to meet the demands made 
upon it. The war being now over, the capacity of the country for pro- 
duction ia greatly increased, and with a currency at par with gold, the 
currency of commerce, we should soon find ourselves in a condition of 
high prosperity, notwithstanding a necessarily severe taxation ; and we 
might not only meet the inevitable current demands made upon us, but 
provide for the gradual extinction of the national debt within the present 
century. 
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Compared with the previous statement for June, 1867, the summary 
for August shows the following changes : — 

Increase, Decrease. 

Six per cent, of 1867-1868 $ $ 393,601 

*' " of J 881 060 

" " five-twenties 76,1 66,200 

Navy pension fund 600,000 

6 per cent, currency bonds 1,680,000 

Compound-interest notes .... .... 21,700,810 

Three-year seven-thirty notes .... .... 60,706,100 

Bonds on which interest has ceased . . 5,928,795 .... .... 

U. S. notes and fractional 3,948,238 

Gold deposits 2,133,980 

Balance (reduction of debt) 364,624 



*••• .... 



..•• •«•• 



.... .... 



. . • • 



.... .... 



.... . . 



$86,748,649 $ 86,748,649 



THE PUBLIC DEBT OF THE UNITED STATES. 

Letter from Grorob Walker, Esq., to the Editor of the 

London *'^ Economist,^^ 

From the London Economist^ July 20, 1867. 

Sir: In your issue of May 25, I find statements respecting the State 
and local debts of the United States which seem to me so extravagant 
as to require some notice from this side of the water. In the absence of 
complete statistics respecting these local obligations, the correspondent 
of the Standard seems to have adopted as his motto, omne ignotum pro 
magnificoy and to have indulged in as wild vagaries with regard to our 
finances as any which adorned the columns of that newspaper on Ameri- 
can topics while the Southern rebellion was still in progress. 

It is tnie that the data for ascertaining the indebtedness which rests 
upon the American people, in addition to the debt of the Federal Gov- 
ernment, are by no means complete : but there are, nevertheless, authentic 
returns from some of the larger States by which we can approximate to 
the true amount, and show conclusively that it does not approach the 
estimates of your sanguine authority. In the New York Financial 
Chronicle of April 27 (and there is no better authority), there is a care- 
fully prepared table showing the indebtedness of the thirty-six States 
composing the Union, both in 1860 and 1866. The figures are derived 
from the latest State reports, and are official. The total of these debts 
in 1866 was $352,194,290; but in 1860 they amounted to $255,839,769, 
showing that the increase of State debts during the six years within 
which the war occurred was only $96,354,521. In the three largest 
States of the West— Ohio, Indiana, and Illinois — the aggregate debt was 
reduced in that period from $37,000,000 to $31,000,000, and in Penn- 
sylvania, which is, after New York, the most populous State of the Union, 
it was reduced $2,000,000. The largest increase was in the rich States 
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of Massachusetts, $18,000,000; Connecticut, $10,000,000; and New York 
$17,500,000. It was in these and the other Northeastern States that 
the greatest stimulus was given by the war to manufactures and other 
productive industry, and in them, consequently, the largest bounties 
were paid to volunteers, and the most monetary relief paid to the families 
of absent soldiers. These were the purposes, and the only purposes for 
which war debts were any where created by the counties, cities, or towns 
of the United States; namely, bounties to volunteers and support to 
soldiers' families. Now, in the West, no considerable bounties were 
paid, and no debts on account of theui could, therefore, have been 
created. The very best evidence of this fact was furnished by the 
debates on the Bounty bill last winter in Congress. The Western mem- 
bers went in a body for the bill, because their soldiers had enliited and 
served without local bounties ; while, on the contrary, the Eastern repre- 
sentatives as generally opposed it, because, though their troops had 
received bounties, they had been wholly paid by the localities from which 
they were sent, and had never been a charge on the Federal Treasury. 
The States and municipal bodies of the East were already subject to'a 
debt created to pay these bounties, and it was manifestly unjust to 
charge them with an addition to the Federal debt, which could be of no 
benefit to their constituents, since the bill proposed to pay bounties to 
those soldiers only who had not received them at the time of enlistment. 

This National Bounty bill did not pass Congress, and it is believed 
that it never will pass; nor did the State Bounty bill of Massachusetts 
become a law, nor is it ever likely to become one, though the corres- 
pondent of the Standard speaks of both these bills as certain to become 
laws, and as adding some hundreds of millions of dollars to the public 
debts. 

The State of New York has just published a return, showing the entire 
public debts to which the people of that State are subject. It embraces 
the debts of the State, and of the counties, cities, towns, and villages 
within it. The State debt is now $51,753,082, but of this $34,183,976 
existed before the war, and more than $18,000,000 of it represents the 
cost of the Erie Canal, a gigantic work of internal improvement, nearly 
four hundred miles in length, which has existed for forty years, and has 
contributed many times its cost to the wealth of the State. Neither is 
this debt a burden on the people of the State of New York, for the 
interest on it is defrayed by the tolls of the canal, which are paid by the 
whole inland commerce between West and East. The county, city, town, 
and village debts amount to $85,675,645; but of this only $41,927,908 
was created for bounties and other war purposes; the residue having 
grown out of that system of internal improvements which has so rapidly 
developed the wealth and increased the resources of the Northern section 
of the Union. Roads and bridges, water-works, lines of railway, school- 
houses, almshouses, prisons, asylums for the infirm, and hospitals, have 
all been built by the help of the municipal bodies, and debts have been 
temporarily created for them. But of these debts a considerable, if not 
the greater part are really only municipal gurantees ; no burden whatever, 
on account of them, falling on the people. Of this class are the bonds 
issued for the erection of water works and the completion of railways. 
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The totnl debt of New York, of all descriptions, is thus shown to be less 
than 1^140,000,000. Now the population of New York is nearly 
4,000,000, and that of the late loyal States about 24,000,000. The dis- 
loyal States never possessed any considerable local debts, for they did 
not engage in those works of internal improveroent on which such debts 
are predicated ; nor can they have added, since 1860, to the amount of 
such as then existed, except by the accumulation of unpaid interest. 
If the State and local debts of the whole loyal North were on as large a 
scale as those of New York, they would not exceed $860,000,000, but 
for the reasons already given, it is plain that they cannot exist in any 
such proportion. The population of Ohio, Indiana, and Illinois, is 
6,500,000, and their aggregate State debts $31,000,000; the population 
of New York is 3,880,000, and its State debt $51,000,000, which is 
more than twice as large as that of the Western States per capita. The 
diiiparity of local indebtedness would probably be still greater, for in the 
new agricultural States there are not so many municipal bodies capable 
of creating debts as in the older and richer States of the East, and very 
few of them have an established credit. This wealth is chieflv in land, 
and of this much is unimproved. But, beside this, there is no loan fund 
at the West adequate to make the advances necessary to create debts. 
There is proportionately little banking capital, no savings banks, and few 
insurance or trust companies, and private capitalists can do better than 
to lend their money on county or city bonds. To a very large degree 
the ordinary hand to mouth business of that section is done on Eastern 
capital, and there is certainly no local capital which can have been im- 
mobilized in the manner supposed. Their absolute inability to borrow 
must, therefore, have kept the Western local bodies from contracting 
considerable debts. The total bank capital of the Union is $420,000,000 ; 
and all of this is invested in Federal bonds, and, therefore, the loanable 
funds which they control must come from the people in the form of 
deposits, and from their circulation of $300,000,000. Of this bank 
capital. New York has $116,000,000, the six New England States 
$145,000,000, and Pennsylvania and New Jersey $60,000,000; while 
the twelve Western and border States — Ohio, Illinois, Michigan, Wis- 
consin, Iowa, Minnesota, Kansas, Missouri, Tennessee, Kentucky, Ne- 
braska, and Colorado, with a population of nearly 12,000,000 — have 
only $68,000,000 of bank capital. The savings banks of the East, also, 
hold a very large fund, much of which has been available for local loans. 
The savings banks of New York have $141,000,000, those of Massa- 
chusetts $67,000,000; and the other Northeastern States, including 
Pennsylvania and New Jersey, proportionate amounts. But beyond 
these limits, with here and there an exception, as for example a savings 
fund of $8,000,000 or $9,000,000 in California, savings banks are quite 
unknown in the United States. A few years ago, being desirous of 
completing the statistics of the savings banks of the United States, I 
applied to a friend, then Governor of one of the richest States of the 
West, for information as to his State. He replied to me that the only 
savings banks in his State were her broad acres of cultivated land ; and 
the only deposits of its people the seed, the growing crops, the horses, 
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the neat cattle, the hogs, and the farming implements, with which the 
land was stocked. 

Nearly the whole loanable capital, therefore, of the United States, is 
held in the Eastern and Middle States, and from the published returns 
of the institutions which control it, and from a wide personal acquaintance 
with them, I can confidently assert that no appreciable part of their 
capital is invested in the local debts of the West. 

My conclusion from all these data, therefore, is that the entire State 
and local indebtedness of the United States cannot exceed $650,000,000. 
If this be added to the Federal debt, as shown by the June statement, 
$2,515,000,000, the total public debt of the American people would be 
$3,165,000,000, a sum which does not much exceed the anticipated 
amount of the Federal debt alone when the war ended. The European 
prtblic will therefore be cautious how they trust the unsupported dictum 
of an unknown correspondent, when he asserts that "the total debt of 
the American people is not less than $4,000,000,000, and probably much 
nearer $5,000,000,000," or that "besides and beyond the Federal debt 
they owe $1,500,000,000, at the lowest estimate." 

I am, sir, your obedient servant, 

George Walker. 
Springfield, Mass., June 14, 1867. 



BULLION PRODUCT OF NEVADA. 

The value of bullion shipped from the State of Nevada through public 
channels during the first six months of 1866, amounted to $7,263,218; 
the shipments for a like period the present year having reached the sum 
of $9,341,949, being an increase of $2,078,731 on the product for the 
first half of last year. The total yield of the State for 1866, including 
all sources, aggregated $16,171,381, showing an excess in the product of 
the last half of the year of $1,644,945 over that of the first half. Sup- 
posing the working for the remaining half of the present year to be 
attended with a similar increase, we shall have a total product of 
$20,328,843 for the year 1867 ; a result quite within the limits of proba- 
bility, as many mills about Virginia City and Gold Hill were compelled 
to remain idle for a considerable period during the winter and early 
spring months on account of short supplies of ore, hauling being impos- 
sible for a portion of that time, owing to the bad state of the roads. It 
is even fair to presume that the ratio of increase for the remainder of the 
current year will be greater than that of the past, as the ore supply is 
everywhere more ample and steady this year than last, several mills 
also having within the past few months been added to those previously 
in operation. In any event, there is no doubt but the bullion product of 
Nevada will this year exceed the sum of $20,000,000, showing a steady 
annual gain from the time the mines in that State were first opened until 
the present ; the increase for this over the last year approximating, if it 
do not exceed $4,500,000, an addition of more than 25 per cent. That 
the shipments of the present year will hereafter not only be kept up, but 
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steadily and rapidly angraented, admits of no doubt ; the numerous lodes 
of Central and Southeastern Nevada affording abundant evidence of their 
prolific and permanent character. Owing to their remoteness and un- 
favorable surroundings the development of these mines will, of course, 
be somewhat retarded ; yet several have of late been brought to a pro- 
ductive stage, while others are rapidly approximating that condition, 
warranting the conclusion that a heavy coutribution of the bullion pro- 
duct of the State may be counted on from that quarter next year, to be 
followed most likely by steadily increasing suras thereafter. With the 
aid of capital, even in moderate supply, there is no reason why Nevada 
should not increase her yield of the precious metals to the extent of 
several millions annually for many years to come. The deeper her mines 
are explored, the more productive they become, while the area of those 
yet unopened is almost without limit Through the experience gained 
since the Oomstock lode was discovered, great economies in silver mining 
have been effected, rendering the business comparatively safe to those 
now about to embark in it ; and it would not be surprising if Nevada 
should, during the next few years, become with capitalists a favorite field 
of investment. With the wild speculations and ignorance that attended 
this business during its earlier stages, have also disappeared much of the 
hazard and waste that characterized it at that period, bringing only disap- 
pointment and loss, where now fair profits are easily obtained. But in 
this respect, silver mining has not been unlike many other pursuits on 
this coast, where the unusual conditions under which they have been 
obliged to be carried on have at first defeated success. The pioneer 
efforts at quartz-mining in California resulted, as is well known, in almost 
uniform disaster, more than ten years having been consumed and immense 
sums of money expended before any general or marked success was 
achieved. Even the more simple modes of mining had to be learned; 
the misapplication of means, through ignorance, as to the best modes of 
attacking the deep-seated cement and gravel deposits of this State having 
involved losses amounting in the aggregate to millions of dollars, most 
of which might, with present experience, have been saved or been so 
expended as to have insured remunerative and satisfactory results. 

Farming and fruit-growing, now such simple affairs, and so certain in 
their returns, brought only vexation and loss to many of those who first 
engaged in them, it being a difficult matter to point out even a single 
one of the many permanent and prosperous industries of California that 
did not encounter at the start the same difficulties and drawbacks, in 
kind if not in degree, that have attended these first endeavors at estab- 
lishing the business of mining for the precious metals in Nevada. And 
as the troubles surrounding this pursuit in its inception have not been 
peculiar, so its present greater success is not due to any single or special 
cause, but rather to small gains made on every hand, the economies 
achieved being made up of the multifarious items that enter into every 
element and department of the business. Thus there has been a slight 
reduction in the cost of labor and material ; the prices of freights, 
machinery, and subsistence constantly tending downward, the expense of 
raising and reducing the ores has been materially lessened, a larger per- 
centage of the metals contained therein being saved meantime. — San 
Francisco Market Review, 
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Baiiker§' €ar4i in BanKer^^ lIasr%9iiBQf ]#30 per Annum. 

VALENTINE &, BUTLER, 

PATENT£BS AND SOLE MANUFACTURERS OF THE 

ALUM PATENT FIRE AND BURGLAR PROO] 




"W"A.IIRAH"TKI> FRKK FiiOM DAMP1TH3SS. 

Also, ROTARY LOCKS far RANKS, STORES, and HAI.I. DOORS 

«r RWELJLINO HOVSUS. 

78 & 80. A\i^ALKER STREET. 
NEW YORK. 

Nov., ISM. 

Ezra Millakd. Smith S. Caldwkll. Chas. W. Hamilton. 

MILLARD, CALDWELL & CO., 

BANKERS & BROKERS,. 

O MAM Ay JSmSSASKAy 

DeatofS in GOLD DUST, FOREIGN and DOMESTIC EXCHANGE, and LAND WARRANTS 

|g^ €ollection§ promptly made. ,M\ 

iNew York CorreApondeiitft— OilmaOf Son ife Co., and tb« AmeriQUi Exchange National Bank. 
6t Loais Correspondent— State Savings Association ; Chicago Ck>rrespondentr— Union National Bank. 

BLOOMINGTON NURSERY. 

16lh Tear, 10 ftreenhMses, 350 Acres Fruit, Omamental and Narser; 

Stock. 

1,000,000 Apples, 1 to 4 years, 1,000 superb yearlings, $50. 

150,000 Pbar, Stand and Dwf. ; Dwf Apple all sizes^. 

40,000 Chbkkt, largely RicliBiond or Ma^', per 100, $15 to 135. 

80,000 Peach, Hales* Early, &e., per 1^000, $126. 

300»OQO Grape, Strong Concord layers, per 1,000, $85. Hartford, $150. Ives, $150. Rogen 

lona, Crevelings, and o%her best. 
5,000,000 Osage Orange, 1st Class, per 100,000, $200. 
50,<iOO Currant, Raspberry, and Gaoeeberry. 

80,000 KiTATiNNT Blaokbsrrt, warranted ^csuuine, and in every way first class, per 1,000, $150 
1,000,000 Apple Stox, strong selected yearling:*, per 1,000, $10. 
50,000 Pear Stox, strong yearlings, per 1,000, $;i5. Also, Qnince, Plum, Cherry, Rose 

Dwf. Apple Stox. 
80,000 Ro8B», all classes, Marshal Niel, fine plant, $9 per doz. Evergreens immense stock 

Tulips, Hyacinths, Crocus, and other bardj^ Bulbs. 
Send 2 red stamps for Descriptive and Wholesale Lists. 

F. K. PK<ENIX9 Bloomlnsfon, RIcEieaii Co., 111. 



K1TATIMNY BLACKBERRY AT THE WEST. 

Among t]i« many testimonials received, the f«iIlowing in re^rd ti>thlft apleodid "bMiy, on th« jimirlM oiai 
saftiop. A gentleman in Fnlton Co., liL, writes :—'' The Kitntinny planis g«t of yon in the Spring of M 
fruited this eeason most abnndantly. one week earlier than my LavtoM^ on the iame gromid and location, mk 
UM.tmaUest hranch withstood the winter without any injury whatever.^ 

Prioe lor strong plants, $20 per 100. $150 per l^OOa 

Bl—miiik^fUmj McLean Co., iMs. 



2l6 OUR NATIONAL CURRENCY. 

when the measure was adopted, it is not our intention to speak; but 
it may be pertinent to state the following facts : 

(a) That the country then had the $350,000,000 of greenbacks 
already issued, a currency generally acceptable to the people. 

(d) That this currency might have been extended at the pleas- 
ure of the government just as far as the public interests seemed to 
require. 

(c) That upon all of this circulation the nation would make a clear 
gain of six per cent, per annum as compared with the plan of allow- 
ing currency to be issued by banks for their own profit. 

(d) That Congress had the unquestionable right, as it had the 
power, to forbid all other issues of " bills of credit" but its own, and 
that the necessities of the nation were such that it needed all the 
assistance that could be afforded by the most extended use of its 
own credit, as currency or otherwise. 

(e) That since the state banks had already invested the larger 
part of their capital in United States bonds, there was no occasion 
(as some persons intimated) to make concessions to them to secure 
their loyalty. 

(/) That the creation of such banking institutions, with power 
to issue 300 millions of credit notes in competition with the national 
treasury, largely expanded an already too abundant currency, and 
greatly raised the price of the commodities and services which the 
government was obliged to purchase in immense quantities for its 
prosecution of the war, thereby largely increasing the current national 
expenditures and the final indebtedness of the country. 

Such were the general facts in regard to the condition of mon- 
etary affairs, when the new system was introduced. It was unfortu- 
nate that the law by which it was inaugurated, was enacted at a 
moment when the attention of the government was so much en- 
grossed by passing events, that no time was allowed for that calm 
deliberation and discussion in Congress which the importance of 
the Act demanded. All was then confusion and alarm, so that even 
in the House of Representatives, a measure involving such numerous 
and intricate details, was carried without debate, the previous ques- 
tion being called for almost as soon as the bill was introduced. 

The Act was passed February 3d 1863, but the state banks then 
existing hesitated to accept national charters, fearing the consequences 
of being brought under congressional legislation ; so that in October 
of that year only 66 banks had availed themselves of the privilege. 
In one year from that date the number had been increased to 508 
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In March 1865, an Act was passed imposing a tax of ten p^r cent, 
upon the circulation of all state banks. This compelled them to 
give up their issues, or come under the laws of Congress. They 
chose the latter alternative, and the number of national banks by 
the last part of 1865 had increased to 15 13, and has since been en- 
larged to 1976, not including some fifty that have gone into liquida- 
I tion. 

{ That the National Banking System has been an eminent success, 
if large and constant profits be taken as the criterion, appears from 
statistics in the last Report of the Comptroller of the Currency. 
The average semi-annual dividends upon capital from 1869 to 1873, 
inclusive, have been 5.1 1 per cent, or 10.22 per cent, per annum. The 
banks have accumulated a ** surplus," since their organization, of 
$120,314,499; and their undivided profits amount to $54,515,135 
making in all, $174,829,630 yet to be divided upon their original cap- 
ital — equal to 35.6 per cent.; and this after paying all taxes and 
other expenses. Probably few, if any of the departments of trade or 
manufactures could show as favorable results. Indeed, up to the 
month of September last, the career of these banks was, in general, 
not only prosperous, but to the mass of the trading community, 
quite satisfactory. There were not wanting, however, those who re- 
garded the situation as in the highest degree perilous. They had 
observed the extreme pressure in the fall of 187 1, when Mr. Bout- 
well granted an additional issue of five millions in greenbacks as a 
temporary relief. They had seen a still more severe stringency in 
the fall of 1872; and hence, were prepared to expect a dangerous 
crisis in 1873. The crisis came as an inevitable consequence of the 
immense expansion of credits, and the almost unlimited conversion 
of circulating into fixed capital, especially through the speculative 
building of railroads. 

The government had in notes and fractional, a credit circulation 
of nearly 400 millions ; and the banks a currency circulation and 
deposits, of nearly 1000 millions, no small part of which had been 
loaned in various forms to corporations engaged in promoting objects 
other than those connected with the trade and industry of the 
country. 

The unexpected failure of one of the most extensive banking- 
houses in the country, gave a severe shock to credit / the currency 
being so greatly composed of that element, the explosion was instan- 
taneous, and the effects in the highest degree disastrous. Every 
branch of trade and industry was at once paralyzed, commerce and 
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manufactures for the moment almost destroyed, thousands of work- 
men in all sections of the country thrown out of employment, and 
the laboring classes generally exposed to much distress and suffering. 

To the great body of the people the general suspension was a 
matter of surprise, and, as the banks refused to pay their deposits in 
greenbacks, or even in their own notes, both were hoarded as fast 
as possible. Nothing could be more natural than such a result, if 
we consider that the payment of deposits is not guaranteed by the . 
government, while that of the circulating notes is. There being 
therefore, no security for the depositor, he draws out his funds in 
bank notes, or greenbacks if he can, and retains what he has in 
possession. Under such circumstances, therefore, deposits form 
. even a more explosive element than under a mixed currency. 

Many persons, especially those in mercantile business, had come 
to regard the present the most reliable currency ever known, and to 
imagine from the experience of seven or eight years, that there could 
be no panic under such a monetary system ; and therefore that its 
continuance and extension were quite desirable. The events of the 
past few months have probably dissipated that illusion. 

It is now seen, and felt too, that a panic of the severest character 
is not only possible under the Currency System of the United 
States, but likely to take place whenever credits are widely expanded, 
and any untoward event gives a shock to public confidence. 

It has also been observed that while mixed currency banks, when 
obliged to suspend specie payments, at once enlarged their discounts, 
and made money plenty, under the present system in a similar catas- 
trophe the circulating medium rapidly disappears, to the great disad- 
vantage of trade and business. Moreover, it has been shown that 
the rates of interest have been far more onerous under the present 
than any previously existing currency, notwithstanding that the 
paper circulation has been far greater than ever before known. 

These facts, now patent to all, have greatly changed the opinions 
of those, who, prior to the late panic, had come to the conclusion 
that an irredeemable currency was favorable to the trading classes, 
however adversely it might affect other interests. 

But the evils resulting from our National Banking System, 
although they could not have been entirely prevented, have been 
greatly intensified by the imperfection of the Act under which it was 
established. This we shall now endeavor to show. 

The most important omission in the Act establishing the National 
Banks, was that it made no provision for a Central Clearing House, 
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or office of redemption, where the notes of all the banks might be 
redeemed when presented. This was noticed when the bill consti- 
tuting the banks was under consideration ; so that the omission was 
not accidental. The necessity of establishing a Central Bank of 
Redemption, or General Clearing House, has since been often urged, 
officially, and otherwise. 

The Comptroller, in his Report of 1867, said : 

" It is important to establish, as early as practicable, a system of Redemptions 
which shall be comprehensive and thorough. The circulating notes of the National 
Banks are well secured by a pledge of United States bonds. Their ultimate redemp- 
tion is established beyond question. It only remains to make them convertible. 
This can only be done by making them redeemable at a common centre." 

Until that is done, the banks cannot be controlled, whoever may 
be called 'Comptroller. With such an institution the public would 
have a protection not now enjoyed. Nothing but the indifference 
of Congress prevents the establishment of such a central office. 
What causes this indifference, and consequent neglect, it is Hot diffi- 
cult to conjecture— the banks as a body do not desire it, although 
the best managed banks do. 

A second palpable error in the legislation of Congress in regard 
to these banks, was in not requiring a more adequate reserve as the 
basis of their operations. The Act of 1864 provides that " every 
association in the sixteen redemption cities specified, shall have on 
hand in lawful money '* (that is in greenbacks or specie) " at least 
twenty-five per cent, of the aggregate amount of its circulation and 
deposit, and all other banks a reserve of fifteen per cent.** 

But in the case of banks in the redemption cities, to wit, St. 
Louis, Louisville, Detroit, Milwaukee, New Orleans, Cincinnati, 
Cleveland, Pittsburgh, Baltimore, Philadelphia, Boston, Albany, 
New York, San Francisco, and Washington City, it was provided 
that they might hold one-half of this lawful money reserve in cash 
deposits ; that is, in bank balances in the city of New York ; while 
all other banks were permitted to keep nine of their fifteen per cent, 
reserve in these same balances : so that practically the former were 
required to hold but twelve-and-a-half per cent, in lawful money, and 
the latter but six. 

Under the operation of this law, we have by the Report of the 
Comptroller of the Currency, September 12, 1873, the following 
results: 



220 OUR NATIONAL CURRENCY. 

The immediate liabilities of the 1,976 National Banks now are, for 

Circulation , . . . $339,081,799 

Deposits of all kinds 638,612,451 

Total $977»694,25o 

They held at the same time 

Legal Tenders $92,347,663 

Specie 19.868,469 

United States Certificates of Deposit ....... 20,610,000 



Total $132,826,132 

Equal to 13.6 per cent, upon immediate liabilities. 

Such was the actual strength of the entire system of National 
Banks one week prior to their general suspension. 

Besides this amount of reliable reserve, the banks, taken to- 
gether, held the following : (See page 66 Compt's. Rep't.) 

Due from redeeming agents, that is, bank balances .... $93,584,000 
Clearing-house Certificates 175,000 

$93»759»oa> 
Equal to 9.7 per cent., and making the total reserve 13.6 plus 9.7 — 23.3 per cent. 

Such were the facts in regard to the currency as a whole ; but its 
most dangerous element was found in the relation of the redemp- 
tion to the non-redemption banks. The latter had of 

Immediate liabilities $532>97 1,917 

Specie, Legal Tenders and United States Certificates . . . 46,601,414 

Equal to 8.7 per cent. 

These figures show strikingly the dependence of the 1,747 banks 
upon their redemption agents, the city banks, in case of any severe 
pressure for funds, since for 91.3 per cent, of all they owed, they 
must, so far as their own resources were concerned, rely upon their 
deposits in the redemption cities. In how far could these redeeming 
agents, or banks, be relied upon to respond to the calls of the other 
1 ,747 banks ? 

Recurring to the Comptroller's Report, we find the whole amount 
of their 

Liabilities to be protected $474,721,060 

Specie, Legal Tenders, Clearing House Certificates, and United Slates 

Certificates 86,399,716 

Equal to 18.2 per cent. 

In addition to this these banks held bank balances to the amount of $30,074,965— 
Equal to 6.3 per cent. 
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Upon this sum, then, of $86,399,716, rested not only all the lia- 
bilities of ithese redeeming banks, but 91.3 per cent, of the liabili- 
ties of all the other banks of the nation ; for all over this amount 
reliance was placed upon mere bank balances. Since these form so 
large a part of the resources of the banks, it seems proper to inquire 
how far they give strength to the general system. 

Suppose A. owes B. a certain sum, and both owe C. a like sum ; 
is C.'s security any better in consequence of the indebtedness of A. 
to B. ? What A. can demand of B. certainly reduces B.'s ability to 
pay C. as much as it increases A.'s ability to pay C. Hence it is 
clear that the ability of both taken together is no greater because 
one owes the other ; yet is not this precisely the case with these 
banks ? 

The object of a reserve is evidently to give strength and relia- 
bility to the banking system generally, in order to meet all unusual 
demands upon it. Can these balances, by whatever name they may 
be called, have any such effect ? 

Suppose the country banks make a run upon the redemption 
banks, is the whole system any more safe than if no such balances 
existed ? On the other hand, must it not be true, that the larger 
these balances are, the greater will be the disturbance to the money- 
market occasioned by a demand for the payment of them ? 

Instead of giving strength to the system, these balances are an 
element of weakness, the most explosive element, in fact, as has been 
abundantly shown in the late disastrous panic. 

That a demand of this character might arrive, ought to have been 
anticipated, since such a panic has often occurred under the mixed 
currency system of the United States. All intelligent men must 
have known, did know this ; why, then, were these balances permitted, 
at all, as a part of bank resources? why, es|>ecially, were they {per- 
mitted to form the greater part of those resources which were to give 
stability to the entire Banking System ? 

But even had these so-called resources consisted of actual availa- 
ble means, of coin and legal tender notes, were they sufficient in 
amount, to afford such security as a great commercial nation ought 
to possess, to give assurance under all conditions of trade, of a relia- 
ble medium of exchange, and standard of value? 

But the hazards necessarily attending such an extended system 
of credit currency are still farther increased by the fact, that the chief 
strain is brought to bear upon the banks of the great commercial 
centre of the Union. New York city is the natural focus towards 
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which the financial movements of the nation converge, and where all 
final balances are adjusted. It is here, above all other places, that 
the currency should possess the greatest strength and power of re- 
sistance to any momentary pressure which may be brought to bear 
upon it. 

What is the fact in regard to these metropolitan institutions? 
Are they so much stronger in their financial position than those banks 
whose deposits they hold, that they may be safely relied upon in 
times of alarm and distress ? 

Referring to the Comptroller's Report already mentioned, -we find 
that the indebtedness of the banks of the city of New York on the 
nineteenth of September last was $201,074,700., their reserves of specie, 
legal tenders, and United States certificates of deposit were $46,864,341, 
equal to but 23.3 per cent of their immediate liabilities ! 

Such were the resources of the city banks wherewith to meet, not 
only their own liabilities and the wants of their customers, but to pay 
on demand the immense deposits that had been made by the coun- 
try banks. 

The experience of the last half century has shown that the 
moment the banks of the City of New York suspend, the whole cur- 
rency suffers a collapse. Everything, therefore, depends upon the 
stability of these Central Institutions ; if these be equal to the emer- 
gency all is well ; if not, the entire fabric falls to the ground. How 
defective, then, must be that monetary system which makes such a 
catastrophe not only possible, but almost certain to occur from the 
very nature of its organization and the character of its operations ! 
How desirable that greater safeguards should be thrown around the 
Banking System, by providing more adequate resources than have 
ever been hitherto secured by National or State legislation ! 

To this it may, and doubtless will, be objected, that such restric- 
tions upon the National Banks as should com'pel them to keep 
larger reserves, would make them less liberal in their operations, and 
less profitable to stockholders. 

Here we meet the question, yet to be decided by the action of 
Congress, viz., whether the banks exist for the benefit of the nation, 
or the nation exists for the benefit of the banks ? Whether all legisla- 
tion in regard to monetary affairs should be such as to promote the 
interests of every class of men, or of a particular class only? Upon 
the decision of these questions must depend the character of all 
enactments in relation to Banking Institutions. 

From past legislation, both State and National, it would seem to 
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have been aissumed that banking must be made as profitable as possi- 
ble, whatever the results to the public ; that paper money issued by 
banking corporations is so far indispensable to the trade, industry, 
and general prosperity of the country, that its jcirculation must be 
assured at whatever hazard, cost, or inconvenience. 

Hence legislation has hitherto^ and in a remarkable degree, 
disregarded the safety and prosperity of trade, in its anxiety to im- 
pose as little restriction as possible upon the issue of paper money. 

To show how very hazardous have been the operations of the 
New York City banks it is only necessary to refer to the very able 
Report of the Clearing House in the City of New York, recently pub- 
lished, from which it appears that for ten weeks prior to the 6th of 
September last, the average deposits of the sixty banks connected 
with that institution were $232,228,000. These were suddenly re- 
duced to $143,170,000; making a total reduction of $89,000,000, 
drawn out during a few weeks of the panic. Some of these banks 
had been far more reckless in their movements than others, and 
would have failed outright, bringing ruin, not only upon themselves, 
but upon all connected with them, had not the more prudent banks 
come to their rescue by making common cause, the strong with the 
weak, to avert a universal catastrophe. 

The recent suspension of the banks, is quite analagous in all its 
features to that which took place in October 1857. The New York 
City banks then succumbed, because not able to meet the drafts 
upon their deposits, made by the country banks. To the want of 
adequate resources, the absence of Clearing-house regulations and 
the unlawful payment of interest upon deposits, may a large part of 
the evils attending the operations of the National Banks doubtless 
be traced. But were all these improvements made, they would still 
fail to give that entire security to the public, which ought to be at- 
tained for the safety of trade and the protection of industry. 

In view of the foregoing facts, may not the question be enter- 
tained with great propriety, whether it be possible so to regulate the 
operations of Banking Institutions issuing a paper currency, be it a 
mixed currency of specie and paper, like that of the former state 
banks, or consisting of bank-notes redeemable in the credit issues of 
the government like the present, as to render them reliable for the 
business transactions of the country. 

That this never has been done is dertain. The history of British 
banking affords the most abundant and irrefragable proof that its 
operations have never been so regulated and its issues so controlled 
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Bank of England can issue. For all over a given amount (fifteen 
millions sterling), the bank must hold an equal amount of bullion. 

But while the evils of a mixed currency may in some degree be 
lessened by efforts at restriction and regulation, they cannot be 
wholly removed. Once grant permission to issue notes for circula- 
tion as money, to an amount three, four or five times as great as the 
specie held for their redemption, and you have placed the destinies 
of the public in the hands of the banks, since such notes expel the 
specie that would otherwise remain in the country, and the people 
have no other means of making their exchanges or paying their 
debts. 

Hence banks may suspend specie payments, and the public still 
accept their promises as freely as ever, for the sufficient reason that 
they have no alternative. The banks violate the law and forfeit their 
charters ; yet they have often done so in this country and in England 
with impunity, because the necessities which the banks themselves 
have created override all constitutional and legal enactments. 

This important fact should be remembered ; and here we are 
compelled to notice that popular, but most pernicious error, which 
confounds banking with the issuing of a paper currency. 

BANKING AND MANUFACTURING CURRENCY. 

No single error in regard to monetary affairs is more potent for 
evil than that which confounds Banking with the manufacture and 
issue of a paper circulation. In popular estimation these are com- 
monly regarded as identical, or at least as properly and necessarily 
united in the same institution. In truth, however, such a connec- 
tion is neither necessary nor proper. Banking, in its legitimate and 
proper uses, is the business of establishing a fund for loan, receiving 
deposits, negotiating bills of exchange, making collections, paying 
checks, etc. ; and as these operations involve much hazard, the 
policy of uniting with them the issues of promises to pay money, 
which are to be used themselves as the currency of the country, is in 
the highest degree objectionable. 

Banking is essentially the borrowing and loaning of capital. 
Funds not wanted for immediate investment are deposited with the 
banker, who contracts to pay a given rate of interest. These he 
loans to his customers at a higher rate of interest than he pays, the 
difference constituting his profit. 

This is legitimate banking, and such operations constitute by far 
VOL. I. — 15. 



226 OUR NATIONAL CURRENCY. 

the greater part of all banking in Europe. This function is there 
performed by private individuals, or by joint-stock companies, who 
issue no circulating notes ; it is more profitable than our mixed cur- 
rency banking, and is a business with which government has no 
occasion to interfere. 

The issue of notes for circulation, so far as these exceed the coin 
held for their redemption, is the substitution of credit for value in 
the general monetary circulation, and is quite another affair. Such 
notes introduce an unnecessary and most dangerous element into the 
circulating medium, since the credit, which usually forms a large part 
of such a currency, is always liable to be withdrawn suddenly, and is 
to a large extent certain to be so withdrawn whenever there is a 
severe prq^sure for money. In such a case circulating notes must be 
taken in as fast as possible, and not put out again until the unusual 
demand has ceased. 

This, of course, deprives the public of that circulation upon which 
they had depended for means wherewith to discharge their obliga- 
tions, and at a time, too, when money is most needed. 

In this view of the subject the great impropriety of permitting 
banks of discount to manufacture the circulating medium is quite 
apparent. Of this the monetary history of the United States for 
the last three-quarters of a century affords ample confirmation. Panic 
after panic among business men ; suspension after suspension of the 
banks of the country has been the legitimate result of that policy 
which established institutions of so dangerous a character. 

The exceeding impolicy of connecting a system oi Free Banking 
with such a currency, especially at the present moment, is evident 
from a mere statement of the case, for it would indefinitely increase 
a circulation already redundant, and entail additional mischief upon 
the trade and industry of the country. 

To free banking of a proper character there can be no reasonable 
objection. It should no more be interfered with by government 
than cotton-spinning, or any ordinary branch of industry ; but to the 
free manufacture of currency, or paper to pass as money and to become 
the standard of value for all monetary transactions, there are most 
insuperable objections. 

And here it may be fitting to remark that government has but 
two proper duties to perform in relation to currency. 

1. To coin the precious metals deposited in the mint by its citizens 
for that purpose. 

2. To receive those coins and issue certificates for them in sums best 



OUR NATIONAL CURRENCY. 22/ 

adapted for use as a circulating medium, holding the coin for the re- 
demption of the certificates, as is. now done to a limited extent by 
the Treasury of the United States. Beyond this, all intermeddling, 
of every name and nature, is sheer usurpation ; an unjustifiable inter- 
ference with the business interests of a people, which should never 
be permitted, and neVer will be, when the public understand their 
true interests. 

The terrible revulsiqn through which the country has just passed 
is a fearful commentary upon the unwisdom of uniting the incompati- 
ble functions of creating a paper currency and the loaning of existent 
funds. The present is not the first admonition the country has had 
on this subject, nor the second, nor the third. There has been a con- 
stant succession of these disturbances in the money market, and they 
must continue, growing more and more severe in the future, so long 
as the present or any similar monetary system is continued. 

Our national currency has already been spoken of as complex in 
its character, and no description of it would be complete, which did 
not recognize, the fact, that it consists of five different and distinct 
issues authorized by the National Government ; 

I. Gold coins, used at present but for two purposes only, the pay- 
ment of customs* duties, and the payment of interest upon the national 
debt. This is the only strictly constitutional currency, and may not 
improperly be called the government currency, since only required 
at present for transactions with the National Treasury. Silver coins 
are a legal tender to the extent of five dollars only. 

II. Legal tender notes issued by the National Treasury, known 
popularly, as " greenbacks," limited by law to $400,000,000, of denom- 
inations of one to one thousand dollars. 

In the same category may be placed the forty or fifty million dol 
lars of fractional currency, in sums from ten to fifty cents. 

III. National Bank Notes, issued by nearly 2000 banks, located 
in all the states and territories of the Union. 

IV. Coin-Bank Notes. By the act of Congress of July 12th, 
1870, the Comptroller of the Currency was authorized to issue to 

" any National Banking Association depositing the bonds of the government bearing 
interest payable in gold, circulating notes of different denominations of not less than 
five dollars, to an amount not exceeding eighty per cent, of the par value of the 
bonds deposited ; which notes shall bear upon their face the promise to pay them in 
the gold coin of the United States." 

Associations may be formed, under this act, without any limita- 
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tion, except that no one bank shall have a greater circulation than 
one million dollars. These are known as " Coin-Banks.'* 

Free Banking, then, so far as this description of banks is con- 
cerned, is already fully established, since they may be formed any- 
where, and to any .extent. They are required to keep "at least 
twenty-five per cent, in coin** upon their issues ; that is, they must 
* have on hand at least one dollar in specie for every four dollars of 
paper in circulation. This makes them, in all important respects, the 
same in character as Jhe mixed currency banks formerly existing 
under the State Governments, except that the final redemption of 
their circulation is guaranteed by the National Government. The 
deposits of these associations, like those of the National Banks, are 
at the risk of depositors. 

Up to the date of the Comptroller's last Report, but three of 
these institutions were in operation ; and these all in the city of San 
Francisco, having an aggregate capital of $2,800,000; circulation, 
$1,400,000; deposits, $3,100,000; total liabilities, $4,500,000; with a 
reserve of $760,000, or about 17 cents on the dollar. 

How far this description of mixed currency banks may be ex- 
tended it is impossible to foresee. It is being enlarged in California ; 
but is not likely to be introduced into other states at present. 
Should it be greatly extended, however, it would undoubtedly form 
a dangerous element in our present complicated monetary system. 
Such banks would be certain to expand the currency at one time, 
and of necessity to contract it at another, producing all the disastrous 
effects inseparable from mixed currency banking. 

The immediate result in California is the expulsion of a part of 
the gold coin which would otherwise circulate there, thus rendering 
more unstable the basis upon which its business must be conducted ; 
and, if extended so as to constitute the general circulation, would 
subject that state to the same revulsions that so often occur in coun- 
tries having a mixed currency, and from which California, by reason 
of its purely specie circulation, has hitherto been entirely exernpt. 

The only apology for the introduction of such a currency was the 
desirableness of a more convenient medium of exchange. This the 
bankers of California might have furnished, by supplying themselves 
with the gold notes of the National Treasury. 

Had they done so, no other currency would have been called for, 
and the state would have been insured against any disturbance from 
the character of its currency. 

V. Gold notes, furnished by the government to any extent to all 
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who are disposed to deposit coin for that purpose with the Treasurer 
of the United States in denominations from twenty dollars upwards. 
These notes are receipts for gold {d.s all notes should be) and are held 
for the benefit of the depositor and the public. They form an ad- 
mirable circulating medium, constituting, as they do, a currency inflex- 
ible as a standard of value, and reliable as a medium of exchange, 
combining the convenience of paper, with the security of coin ; a cur- 
rency that must from its perfect adaption to the wants of both inter- 
nal and external commerce, sooner or later be adopted throughout 
the civilized world. Forty million dollars of these notes have been at 
one time in use, but the amount has varied with the wants of business 
men and bankers. 

As the issue of these gold notes may be indefinitely extended, 
it is obvious that the entire paper circulation might be made to con- 
sist of this description of currency, and all strictly monetary panics be 
forever prevented. 

With such a currency, the most extended and profitable banking 
might be conducted without those violent revulsions which are insep- 
arable from a currency composed to a large extent of the element of 
credit. 

These are not mere random assertions, they rest upon principles 
that commend themselves to the approval of all reflecting minds. 

EVIL EFFECTS OF A LOCAL CURRENCY. 

The evil effects resulting from the use of a currency of less value 
than that of commerce, are ordinarily so concealed from popular view 
that they can be discovered and appreciated only by a careful exam- 
ination of the influences which it indirectly exerts upon different 
departments of trade and industry. 

The current estimate of value, in other words, the price of each 
commodity, in a given community, will depend, other things being 
equal, upon th>2 quantity of money in use or circulation. If real money, 
that is, coin, or gold notes in the hands of the people, be in excess 
when compared with the existing quantity of marketable commodities, 
prices will rise ; the merchandise of other countries will flow in and 
the surplus money will be gradually drawn off* to pay for these im- 
portations until the equilibrium is restored. 

If, on the other hand, the currency of a country be different from 
that of commerce, it will remain wholly local in its circulation, and 
will not be at all affected by the operations of international traffic. 
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If redundant — that is, greater in quantity than it would be if consist- 
ing of the precious nietals, as is commonly the case — local prices will 
be above general prices throughout the world, and consequently 
the products of other lands will find a better market in such country 
than in those where coin, or a currency at par with coin, is used, and 
will flow into it in abundance. Exports will be diminished and im- 
ports increased. This, of course, must be exceedingly prejudicial to 
the nation having the poorer or less valuable currency. Other peo- 
ples with whom it has commercial intercourse will be benefited by it, 
and to a corresponding extent must the nation using it be injured. 
Domestic products of all kinds will be enhanced in cost, but such as 
are produced in excess of home consumption, and must be exported, 
will not be raised in price, correspondingly, if at all ; and hence we 
find that the agricultural staples of the United States are now as 
low in price as they were before the war, say in 1861, while other 
home productions in general are advanced by 50 to 75 per cent. In 
proof of this the following table is given, showing the prices of a few 
leading articles : 

Jan. 1, 1861. Jan. 1, 1873. 

Mess Pork $i6 oo $14 cx) 

Mess Beef 900. . . 800 

Lard 10 . . 8 

Flour, Western Superior . . . . 5 50 . . . 5 75 

Wheat, Western i 45 . . i 48 

Com, mixed ••••••. 72... 66 

Aggregate $32 77 $29 97 

From this it will be seen that the prices of these staples not only 
were no higher, but, on an average, actually lower than in 1861, 
notwithstanding that prices in general were so greatly advanced. The 
effect of this upon the farmer is obvious. If his products bring him 
no more, while all his expenditures are largely increased, it is certain 
that he must suffer to the extent of the difference between the value 
of what he sells and the cost of what he buys. Agriculture in the 
United States is now, by universal testimony, much depressed. As 
this is the chief industry of the nation, the fact is one of great signifi- 
cance. Yet this state of things must continue until the currency of 
the country is brought to par with gold, so that the agriculturist can 
buy and sell by the same standard, which at present he cannot do. 

The final result must be, through a long and tedious, but certain 
process, that labor will be driven from agriculture into other depart- 
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ments of the nation's industry. These being already supplied, the 
general average of wages must be brought down, by excessive com- 
petition to that point, where labor can be as profitably applied in 
agriculture as in other employments. The decline thus occasioned 
will indicate the loss the general industry of the country suffers from 
the use of a currency less valuable than that in general use through- 
out the world. The entire nation will be impoverished by whatever 
reduction of wages takes place from this cause. 

American labor has, in agriculture, a great advantage over labor 
in other countries, in that land here is so abundajit and cheap, that 
a greater amount of value can be produced with the same use of 
capital than anywhere else. Therefore it is an object of great 
national importance that no burdens should be imposed upon this 
branch of industry. 

Yet the government does impose such a burden when it compels 
the farmer to use a medium of exchange by which the cost of his 
products is increased without corresponding advance in their price. 

Turning to manufactures we find that the injury inflicted upon 
them by raising the cost of production at home, and thus making 
competition with foreign labor more difficult, is second only in mag- 
nitude to that suffered by the agriculture of the country. 

As the manufacturer buys and sells by the same standard, and is 
not compelled to export his commodities for a market, he does not 
find, himself in the same dilemma as the farmer. He can get a profit 
upon his merchandise in the home market, unless prevented by for- 
eign competition. This the government has guarded against, in a 
great measure, by what are called protective duties ; but he is still 
unable to send his goods abroad advantageously, as he could other- 
wise do, because in other markets, he meets the same commodities 
produced under a comparatively sound measure of value, and conse 
quently at less cost. 

To take an instance from an important domestic manufacture 
Prior to the war, the export of American cottons was extending 
from year to year, so that in i860 it had reached eleven millions of 
dollars ; but for the year 1872, the amount was little over two mill- 
ions ; a difference caused wholly by the state of the currency. And 
the same is true generally of all domestic fabrics, except those of 
which the country enjoys a natural monopoly. 

One of the largest manufacturers of cotton-goods in New Eng- 
land has just furnished the writer the following statement : 
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* Our foreign shipment before the war was of g^eat value. We sold our tea-mer- 
chants in g^eat quantities ; but the trade is now lost to us. American shipping loses 
the outward freight of our goods ; teas, silks, etc., are now purchased and paid for in 
coin, or its equivalent, and brought to us in British bottoms. The trade we once 
had has gone to England. Her manufacturers imitate our styles and labels, and 
their exports the last year were 250,000 bales against 4000 bales sent from this 
country. 

" This is owing to the increased cost of our fabrics. Labor, we find by the most 
careful investigation, costs us 56 per cent, more than in i860, and our supplies out- 
side of cotton, such as leather, iron, steel, oil, coal, cord, clothing, etc., cost us also on 
an average, 56 per cent, higher. When we build a new mill in the most economical 
manner possible, it will cost us 50 per cent, more ; that is, at the lowest, $25 per 
spindle against $17 in i860, and many mills cost at the present time $35 per spindle." 

All this is but the certain consequence of a greatly inflated cur- 
rency. 

In the natural development of manufacturing industry, undis- 
tufbed by legislative interference, there would be a constant, but 
gradual decline of prices, in consequence of new inventions of labor- 
saving machines, and new discoveries in conducting the various pro- 
cesses of production, and hence the price of manufactured com- 
modities would be constantly declining as compared with the cost of 
labor. This is a most desirable result, since it does not lessen the 
profits of the manufacturer, while it increases the compensation of 
the laborer when realized in those products which he must consume. 

A false and depreciated currency has the effect to counteract this 
beneficent tendency. 

Again, the government, by authorizing the issue of paper money, 
reduces the value, the exchange power, of its precious metals, and 
thus does injustice to its Mining Interests. 

Every dollar of paper money whenever or by whomsoever issued, 
unless a specie dollar is held for its redemption, displaces gold or 
silver coin, and in so far reduces the demand for the precious metals, 
and of consequence, in so far diminishes their value. This is a uni- 
versal fact, though not obvious to the casual observer. 

In this connection it may be appropriate to notice the opinion 
often expressed that the discoveries in California and Australia 
have so largely increased the quantity of the precious metals, as 
greatly to reduce their value as shown by the general rise in prices 
that has since taken place. A considerable natural rise is admitted, 
but it is only partly due to the increased production of gold and 
silver; since simultaneously with this increase, there has been an im- 
mense enlargement of the paper circulation. In the United States 
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it has risen from 131 millions in 1850, to 700 millions in 1873, an in- 
crease of over 300 per cent. In Great Britain there has been no in- 
crease, but in France, Germany, and other nations of continental 
Europe, the enlargement of paper issues has been great ; as also in 
India and South America. This increase has doubtless been equal 
to that of the gold and silver coinage of the world in the meantime ; 
and if so, the decline in value of gold, or, in other words, the advance 
in general prices, whatever it be, is attributable, to the extent of at 
least one half, to the substitution of pa,per for specie, or credit for 
value, in the monetary circulation of the world. 

To this enumeration of the disadvantages resulting from a super- 
abundant currency, must be added its effects upon the Commercial 
Marine of the nation. A single fact will show how greatly our 
shipping has declined since i860. The American tonnage that en- 
tered the ports of the United States in i860, was in excess of that of 
the foreign by 3,577,370 tons. In 1869 the excess of foreign tonnage 
over American, was 1,924,090 tons. 

American ship-building, it is well known, has also greatly declined 
since the war, and the cause of it is not difficult to discover. Five- 
eighths of the cost of a steam-ship is the price of labor. Skilled labor, 
like that required in ship-yards, has advanced sixty per cent. This is 
the chief reason ; other embarrassments have been occasioned by the 
intermeddling of the government with the trade and industry of the 
country. But the enhanced cost of every thing produced at home, 
occasioned by a false measure of value, does, more than all other 
causes, prevent the growth and prosperity of our navigation interests ; 
and will continue to do so, in spite of all the subsidies that Congress 
may vote. 

To sum up the disadvantages of using a depreciated and fluctua- 
ting currency, it may be said, that it involves the entire business inter- 
ests of the nation in uncertainty, and increases manifold the risks of 
trade. Men do not know when to buy, or make, or sell, since no one 
can predict with confidence what will be the condition of affairs a few 
weeks or months ahead. A striking illustration has been presented 
within a short period. How many persons were, during 1873, ruined, 
without any fault of their own, by entering upon engagements in the 
months of July and August, which in September and October, owing 
to a sudden revulsion in the money-market, it was impossible to 
fulfil ? 

If such are in truth the evil effects of our present monetary sys- 
tem, and their removal is clearly within the province and power of 
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Congress, there would seem to be no good reason why the proper 
remedies should not be at once applied. There is indeed but one 
obstacle, and that is found, not in the halls of legislation, but in the 
public sentiment of the country. The masses of the people do not 
comprehend the situation ; they do not know what their real wants 
are. Upon most important topics connected with the currency their 
views are fatally false. The things they desire are, in many respects, 
quite adverse to what their true interests demand. Some of their 
erroneous views and opinions <ire of the gravest character, and while 
entertained by the majority of voters must effectually prevent such 
legislation on the part of Congress as can alone remove the evils a 
defective currency imposes upon the country ; for the average mem- 
ber of Congress, in all common matters, unless influenced by para- 
mount personal considerations, may be relied upon to act in accord- 
ance with the actual views of his constituents, however at variance 
with his own. Hence the insuperable obstacle which errorteous opin- 
ions interpose to the enactment of wise and just laws. Upon no sub- 
ject do these remarks apply with more force than the currency, 
because upon no other is there so much of misapprehension and 
error. To some of these false ideas we propose now to give atten- 
tion. 

AN "ELASTIC CURRENCY." 

One of the most popular fallacies is that the currency of the 
nation should be " elastic,'* by which is meant that it should be so 
constituted as to be capable of expansion and contraction at the will 
of the National Treasury, or of the National Banks. 

The necessity of this is urged mainly upon the ground that a 
much greater amount of currency is actually needed at one time than 
another ; and therefore the banks, or the government, or both, should 
be invested with the power to increase their issues whenever an 
emergency requires it. This is the popular idea of an elastic cur- 
rency, and it has been fully endorsed by Congress in its Resolution of 
the loth of December, 1865, which declares that " the paper circula- 
tion of the country should be flexible, increasing and decreasing 
according to the requirements of legitimate business.** 

The Secretary of the Treasury, in his Report of November 20th, 
1872, said in recommending a reduction of bank taxation, that it 
" should not be grudgingly made if the result shall be to give elastic- 
ity to the currency.** To this idea the President has also given a 
recent endorsement. 
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Thus the notion of flexibility in the currency, or " elasticity," as 
it is generally called, has received high official sanction ; and is 
doubtless very commonly, though not universally, accepted as cor- 
rect, in business circles. 

By flexibility or elasticity (for the words in this connection are 
commonly used as synonymous) is meant, as we have said, that the 
currency should be so constituted that it can be expanded or con- 
tracted at the pleasure of those to whom its management is en- 
trusted. It is assumed that this is especially required when the time 
comes to " move the crops.'* 

As this last assumption is the chief reason given why the cur- 
rency should be made elastic, we propose to inquire whether, in fact, 
any such necessity exists ; whether the country would be benefited 
were the Treasury or the Banks allowed to increase the actual vol- 
ume of the currency at one time, and contract it at another. 

In order to do this intelligently, it is obviously necessary to con- 
sider the natural exchanges required by the varied products and 
wants of the different sections of the Union. For example, foreign 
commodities and domestic manufactures are supplied by the cities of 
the seaboard. To those cities merchants from all parts of the coun- 
try resort for the purchase of their periodical supplies. These pur- 
chases are mostly made on time, and amount in the aggregate to 
hundreds of millions of dollars annually. 

On the other hand, to take the State of Illinois as an illustration, 
there is an immense agricultural product to be transferred to the 
Atlantic cities for consumption or export. 

The merchants of Chicago purchase, we will suppose for purposes of 
illustration, 100 million dollars worth of eastern merchandise in the 
spring, payable in six months. At, or near the expiration of that time, 
the produce-dealers of the East repair to Chicago to make their annual 
purchases. How are these mutual obligations to be discharged ? Must 
greenbacks be actually transferred from one section of the country to 
the other ? Not at all. Checks of the Eastern upon the Western 
banks are all that is needed, and these the former can furnish in 
abundance ; because they have already discounted the notes of the 
Western merchants given for Eastern purchases, and are glad to get 
them home again. 

With these checks or drafts, the Eastern dealers may repair to 
Chicago and other points and make their investments with great 
facility. 
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If the West has purchased as much at the East (whether for im- 
mediate consumption or for investment in improvements) as the lat- 
ter wishes of Western products, the entire transaction between the 
two sections will be adjusted without the transfer of a dollar. And 
such in its natural course of trade will generally be the result, since 

the demand of every section will be equal to its means of purcha»- 
in<?. 

In the main, exchanges, throughout the world are made by bills 
drawn upon values forwarded from one place to another. The bal- 
ance paid in money is estimated at only one twenty-fifth of the whole 
body of exchanges. Such being the case, the extra amount legiti- 
mately required for ** moving the crops ** must be small. 

That there is some increased demand for funds when the crops 
are to be brought forward we know, but from whence does it arise ? 
From speculative dealers mostly, who if they can obtain large sums 
can forestall the market, and hold for an advance. It is to accommo- 
date these^ that money in large amounts is needed in connection with 
" the crops," which in fact move themselves to the seaboard, as cer- 
tainly as the merchandise of the East moves to the West. 

To a certain extent it is convenient and desirable that banks and 
bankers shall furnish additional facilities when the crops are to be 
brought forward ; and this they will always be able to, if they have 
managed their affairs properly. 

During the summer months, it is well known, there is a natural 
accumulation of funds, that is, of their own notes, in the banks, and 
if not loaned out to speculators, there will be a plenty wherewith to 
meet the demands of legitimate trade. But if banks and bankers 
are so regardless of the wants of business men, as to place their re- 
sources in the hands of stock-jobbers, the general public must take 
the consequences. This has often, may we not say generally? been 
the case for several years past ; and of course, there has often been a 
severe pressure in the latter part of the year. 

Private bankers have certainly the right to use their funds as 
they please, but have public institutions, authorized by govern- 
ment to issue their own notes as money, a right to place themselves 
in a position which inflicts great damage on the business of the 
country ? 

It is to meet the artificial demand described, that a periodical 
clamor is raised for an elastic currency. It is in truth, to hold, not 
to move the crops ; to monopolize rather than to distribute them 
that its loudest demands are made for currency. It was iii com- 
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pHance with such a demand, that in the fall of 1872 an issue was 
made by the National Treasury of five millions. What was the 
result ? Was the measure beneficial ? Did not the final withdrawal 
cause more distress than the issue had relieved ? It is said that this 
extraordinary act on the part of the Treasury, raised the price of 
speculative stocks alone to a far greater extent than the amount 
issued, so that in fact money was made no more plenty in conse- 
quence of it, but quite the reverse. 

Our present currency is wholly an arbitrary one. Its quantity is 
fixed by the government. 

Did it possess absolute value*in itself, it would increase or diminish 
as the wants of the country require. When in excess, gold would 
be exported ; when deficient it would return until the vacuum was 
filled. That is just the elasticity a currency should possess. 

If an additional amount of paper is to be issued at one time, and 
withdrawn at another, who is to determine when and how much is 
to be put in circulation, or withdrawn ? The Secretary of the Treas- 
ury? The Comptroller of the Currency? Omniscient indeed that 
person must be, who can decide with assurance, questions like these. 
How independent he should be, how wise, how impartial, how hon- 
est ! Who would dare trust any living man with such a fearful au- 
thority ? 

Yet if the policy of arbitrary expansion and contraction is to be 
adopted, some one must be invested with the authority to carry it 
out ; and whoever he might be, it is certain the fortunes of thou- 
sands of his fellow-citizens would be placed in his hands ; for he 
could at his discretion, for the time being, influence the markets of 
the country in whatever direction he pleased. Would a wise gov- 
ernment trust such power in the hands of any official? If not, how 
can such a measure find advocates ? 

But the whole idea of the necessity or propriety of an elastic 
currency in the popular use of the term is a mistake. Nothing can 
be more important to the pecuniary interest of a people, than that 
its monetary standard should be placed beyond the influence of any 
man or set of men whatever. 

Banking Institutions may and should expand their loans and ex- 
tend their creditSy so far as consistent with safety, in those seasons 
of the year, when the demands of trade are most pressing ; but the 
7noney or currency, in which they deal should be perfectly stable, and 
to be so, must be in itself inflexible, incapable of arbitrary expansion 
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or contraction, so that it can only be increased or diminished by the 
undisturbed operations of the laws of value. 

The only truly elastic currency is one composed wholly of coin, 
or of coin and gold notes. 

It seems to be generally taken for granted that the currency of a 
country must be increased in proportion to the increase of popula- 
tion and trade ; yet the facts of history do not sustain such a conclu- 
sion. On the contrary, it appears that a country may double its pop- 
ulation, and quadruple its productions, its exports and imports, and 
yet require little or no addition to its monetary circulation. Great 
Britain affords a case in point. The entire paper circulation of all 
the banks of the United Kingdom is no larger now than from 1820 
to 1825 ; yet the population has nearly doubled, meanwhile, and the 
commerce, the exports, and imports, have increased from loo mill- 
ions sterling to 487 millions. 

The note circulation of all the banks in England, Wales, Scotland 
and Ireland, has been, in the aggregate, on an average for the last 
fifty years, only about 37 millions sterling or 185 million dollars. 
From 1844 to 1853, ten years inclusive, it was 36 millions. For the 
following fifteen years, 1854 to 1868, inclusive, 38 millions. Nor has 
the circulation of the United Kingdom varied since in any essential 
degree, so far as can be ascertained. This uniformity in the volume 
of paper currency for a period of half a century is certainly remark- 
able, when we consider the rapid advance in wealth during that 
period, and the vast increase of British commerce. 

There is, however, nothing inexplicable in all this, when we take 
into consideration the very great changes that have taken place in 
the circumstances under which the business of the world is trans- 
acted, as compared with fifty years ago, and the wonderful inventions 
that have been adopted for utilizing money, and facilitating its move- 
ments. 

The power or force of money is determined by two factors, its 
quantity, and its rapidity of use, or circulation. It is obvious 
that 100 dollars, made use of ten times in a day, effects as large 
amount of exchanges as 1000 used but once in the same time. 
This being so, anything which causes a more expeditious use of 
money in the operations of exchange, in so far removes the necessity 
for an increase of its quantity ; and hence, if production be enlarged 
only in proportion to the increased rapidity of circulation, exchanges 
may be indefinitely extended without any addition to the circulating 
medium. 
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A little reflection, it is believed, will lead to the conclusion that 
the rapidity of transportation by sea and land has been increased as 
fast, at least, as that of production. Space has been almost annihi- 
lated by the power of steam, and quite so, for all practical purposes, 
by the electric telegraph, by whose agency millions are transferred 
from continent to continent in a moment of time. 

In addition to the more rapid circulation secured within the last 
half century, many effective contrivances have been introduced for 
dispensing with the actual use of money. Checks make it ^practica- 
ble to effect innumerable payments daily without the removal of any 
coin or notes from the banks upon which they are drawn. 

The culminating step in this process consists in an arrangement 
by which the balance between the banks themselves, that is, their 
mutual indebtedness, may be discharged without the intervention of 
money. This has been effectually accomplished by means of the 
Clearing House. To such an institution, now formed in all the chief 
marts of trade, each bank sends its checks upon other banks paid in 
by its customers, where they are adjusted by being made offsets, one 
against the other, with the use of but a very small fraction of actual 
coin or bank notes. 

As an illustration in point, Sir John Lubbock gave, in a paper 
read before the Statistical Society, in June, 1865, an analysis of 19 
millions sterling paid into his banking house in a few days, as fol- 
lows : 

Checks and bills ;£i 8,395,000, or 97 per cent. 

Bank of England notes .... 408,000 \ 

Country notes 79,000 > 3 per cent. 

Coin 118,000) 

From which statement it appears that only three per cent, were 
paid in the form of money, 1. e., notes and coin together, of which a 
little more than one-half of one per cent, was in coin. 

From such a fact it may be seen what an efficient agency the 
modern Clearing House is for dispensing with the use, and thus in- 
creasing the efficiency, of money. 

In addition to all this. Savings Banks are now established in 
almost every civilized community, and contribute largely to the 
activity of money. Little accumulations once hoarded against occa- 
sion for personal use, are now placed immediately in bank, whence 
they are again put in circulation by being loaned to the public. 

These conditions combine to show why it is that the British 
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people are able to transact their business with a paper circulation no 
larger than it was fifty years ago, notwithstanding their vastly in- 
creased commerce, and prove most conclusively that the commonly 
received opinion that the currency of a country must of necessity be 
increased pari passu, with the increase of its trade, is wholly incorrect. 
They show one thing more, viz., the wisdom of the British Govern- 
ment in providing a currency so much more valuable than that of the 
countries with which it is connected by commerce, and by which it 
secures great advantages to British industry. 

The large increase of population in the United States is often 
given as a reason why the present circulation should not be regarded 
as redundant. To show how erroneous is this opinion, the following 
table has been constructed, commencing with 1834, because anterior 
to that period we have no reliable data. 

Table showing the Proportion of Population to Circulation, from 1834 to 1870. 



YBARS. 


POPULATION. 


CIRCULATION. 


ACGRBGATB 
INCREASE. 

• 


PER CENT. 
INCREASE. 


CIRCULATION 
PER CAPITA. 


1834 
1840 

1850 

i860 

1870 

• 


14,000,000 
17,000,000 
23,000,000 
31,000,000 
38,000,000 


94,000,000 
107,000,000 
131,000,000 
207,000,000 
656,000,000 


13,000,000 

24,000,000 

76,000,000 

449,000,000 


13.8 
22.4 

57.3 
314.9 


$6 71 
5 67 

6 e^ 
17 34 



From this statement we find the average circulation per capita 
was 273 per cent, greater in 1870 than the average from 1834 to 1 860. 

The large increase of national wealth within the last two decades 
is often mentioned as a justification for the present volume of cur- 
rency. To test the correctness of this assumption the following table 
is submitted. « 



t 


1850 


i860 


1870 


Wealth .... 
Circulation . . . 


7,000 millions. 
131 


16,000 millions. 
207 " 


30,000 millions. 
656 



Increase of wealth from 1850 to i860 .... 
Increase of circulation from 1850 to i860 . . . . 
Increase of wealth from i860 to 1870 .... 
Increase of circulation from i860 to 1870 . . . . 
Total increase of population in 20 years, from 1850 to 1870 
Total increase of wealth in 20 years, from 1850 to 1870 
Total increase of circulation from 1850 to 1870 

These facts need no comment. 



128 per cent. 


58 
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87.5 


<< 


316.9 
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328 


« 
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Erroneous ideas are very generally entertained in regard to the 
amount of gold required to secure the resumption of specie payments 
in the United States. When it is stated (and truly) that the aggre- 
gate immediate liabilities of the government and of the banks are 1350 
millions of dollars, many, perhaps most people are led to deem it im- 
practicable to secure from any quarter, the necessary amount of gold 
to commence resumption. But why impracticable ? Not so much 
because there is so little gold as because there is too much paper. 
The present circulation is over 700 millions. Now if it be a fact, as 
we have not the slightest doubt, that 350 millions is as large a sum 
as can be kept in circulation, when the currency is convertible, then 
the object to be aimed at is not the accumulation of gold, which, by 
itself is an idle project, but the withdrawal of treasury or bank notes ; 
for if gold to the amount of 350 millions were on hand, while the cur- 
rency was as redundant as at present, the whole amount would soon 
be drawn off, and sent out of the country, were specie payments re- 
sumed; while, if the paper circulation were reduced to 350 millions, 
or to its natural volume whatever that should be found to be, a re- 
serve of 100 millions or even less would probably be sufficient for a 
beginning, since no one would then wish for the gold, for when the 
circulation is no greater than its normal amount, paper is usually pre- 
ferred on account of its greater convenience. With a circulation of 
only 300 or 400 millions, we could at once resume specie payments 
with at least as much security as under the old mixed currency system, 
before the war ; and if we were then wise enough, as a nation, to re- 
solve that we would have a currency of full and absolute value — the 
additional amount of gold required could be accumulated from month 
to month, and from year to year, without disturbance and without 
any considerable sacrifice. 

In a word, contraction must precede resumption. That this is 
not a mere theoretical view of the subject, is proved by the fact, that 
resumption has never taken place, in our past history, except after a 
large contraction of the circulating medium. Two prominent cases 
may be cited : The circulation, which in 1837 amounted to 149 mil- 
lions when the banks suspended, was reduced to 83 millions before re- 
sumption ; a contraction of 44 per cent. In 1857, when the banks 
again suspended, the circulation was much less redundant in propor- 
tion to wealth and population, but amounted to 214 millions; this 
was diminished by 59 millions, equal to a reduction of 27^ per cent, 
before specie payment was restored. 

The bill recently introduced into the House of Representatives 

VOL. I. — 16. 
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for establishing a Central Clearing House for the National Banks is 
one of much importance, since it is a necessar>' preliminary to any 
proper control of these institutions. It ought to become a law. It 
is very doubtful if it will. 

Several propositions have been made, since the assembling of 
Congress in December, for the issueof what have been styled " inter- 
convertible bonds ;** that is, bonds that may at any time be ex- 
changed at the Treasury for greenbacks, and when the latter are no 
longer needed be reconverted into bonds at the pleasure of the 
holder. 

This seems a favorite project in certain quarters, and indeed we 
can easily conceive why it is so, since it would afford great facilities 
for all speculative operations ; especially those conducted upon an 
extensive scale. To invest in such bonds from time to time drawing 
interest at the rate of 3.65 per cent., as proposed, and hold them 
until the moment most favorable for an intended movement, and 
then at the shortest notice convert them into money wherewith to 
flood the local market, must be as great a convenience to one who is 
operating " for a profitable corner** as any Wall street speculator 
could desire ; but how the ordinary honest business of the country 
could be benefited by such an arrangement is not easily perceived. 
It would in truth only make a bad currency worse. 

Several other measures have been presented having in view the 
restoration of specie payments — making the currency elastic, or 
more plentiful ; but no bill has yet been brought forward that seems 
sufficiently effective in its provisions to assure certain resumption, 
except that offered in the Senate by Mr. Sumner, proposing the sub- 
stitution of compound interest notes for greenbacks, at the rate of 
twenty millions per month, convertible in two years into 10-40 five 
per cent, bonds. This measure, if adopted, would undoubtedly 
secure the gradual withdrawal of the government issues, so that at 
the end of three and a half years all would be converted into five per 
cent, bonds ; and the circulation would be reduced to that point at 
which it would be at par with gold. 

By this arrangement, contraction would be effected without dis- 
tress to the country, since, should any extraordinary pressure arise, 
these notes, as they would be legal tender, would at once be brought 
into circulation to such an amount as was needed by the higher rate 
of interest they would then command on loan. 

If twenty millions per month be thought too large an issue, as we 
are disposed to consider it, ten millions might be substituted. In that 
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case three years would be required to put these notes in circulation, 
and five years would elapse before they could all be converted into 
bonds. This would secure a descent so gradual as to be almost 
imperceptible, and cause no interruption whatever to the trade or 
industry of the nation. 

There are not wanting those however, who propose the with- 
drawal of the National Bank Notes instead of those issued by the 
Treasury, and in favor of such a procedure, there are certainly 
many forcible arguments. The result to the country would be the 
same were the bank notes withdrawn as gradually as it is proposed 
vO retire the greenbacks ; but for such a measure, it is supposed there 
would be little prospect of success, since opposing interests would, 
it is thought, be found too formidable. 

Yet one of these alternatives must be adopted, or the country be 
left to flounder on under a dishonored and mischievous currency, for 
the existence of which there is not, and for the last seven years has 
not been, the slightest excuse. 
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